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Just For Argument— 





Let’s assume that you are looking for a job. 






Let's assume that you know your business. 







Let’s assume that you are asked to prove it. 


COULD YOU? 







Your knowledge of CREDIT will be more readily accepted if you can produce 























a diploma from the National Institute of Credit. No investment ever paid 





better dividends to the individual than an investment in education. Mail the 
coupon below and see how effectively you can help yourself to greater knowl- 


edge, self-confidence, security. Start planning a successful future, now. 


National Institute of Credit 
One Park Avenue 
New York 16, New York 


Gentlemen: 


I am interested in your program of Credit and Financial Education by Correspondence. Please send me your 
1946-1947 Catalog. I am particularly interested in the course or courses checked below: 


; Economics ....Credit and Commercial Laws ... Office Management 
.... Accounting ....Financial Statement Analysis .. Business Letters 
.. Credits & Collections .... Applied Psychology ..Marketing Methods 
. Business Writing ....Money and Credit ....Financial Management 


Check if a veteran (....) 


Name ...... Serre RE teas aA a natn dc ei Oe Address 


ee oa Ete altel ta Fc ae oie MA ee NNN ON a eh he te Ra aeeihec she tara -80 te anivarsnans ehanatte te 


VILLE a) VL ON tater ieee 





Contents 
JULY 1947 


bul 


PY Doma re a 








aed | Are Profits Too High? (Editorial) ........ Henry H. Heimann 2 
ee Management Views Credit ................ Don G. Mitchell 4 
Constructive Aid to Customers ........ Francis L. Whitmarsh 7 
Official Publication of National Economists Alarmed at Bills ......... sind edvedereeveacecs 8 
Association of Credit Men 
What Would You Do? ................... Carl B. Everberg 9 
1309 Noble St. 
Philadelphia 23, Pa. “Rn Ounce of Prevention—" .................. I. H. Bander 11 
rcs i an ets Insurance in Relation to Credit ...... W. Winthrop Clement 13 
One Park Avenue, 
New York 16, N. Y. 
The Importance of Inventory .............. Howard S. Almy 16 
UE OE Ske ee ese dees hs Donald S. Thompson 19 
Editor and Manager : 
Richard G. Tobin The Executive's Library ....................- Carl D. Smith 22 
sarki sehen Advantages of Credit Control ............... C. A. Maguire 26 
; Leslie E. Jones 
| NE ig as Ge hand wieda cana baeeadanes 27 
ESTABLISHED 1898 Keep Turnover High 0:00 ow dds e's we Oh S00 00 Oe es J. E.-Bullard 28 
ein si cacinatitiahiaitaatat ected PO eT CT POTEET EO EC LTE EC EELS 


Published on the first of each month by the National Association of Credit Men, 1309 Noble wy Philadelphia 23, Pennsylvania. Entered 
as —— class matter December 22, 1933, at the Post Office at Philadelphia, Pa., under the Act of March 38, 1879. ‘Subscription price $3.00 
per year, 25¢ per copy; Canada, $8.50; all other countries, $4.00 postpaid. Copyright, 1947, National Association of Credit Men. The 
National’ Association of Credit Men is. responsible only for official Association statements and announcements printed herein. 











Are Profits Too High? 


Some public officials are critical of the fact that the balance sheets, 

earning statements and the liquid condition of business concerns, 

individual proprietorships and the farmers indicate a prosperous 

condition. The plain inference is that these groups have profited 
unduly. This accusation may not be made so bluntly but the insinuation 
is strong. The relationship of financial stability to other conditions is 
lost entirely by these superficial analysts. 


If you build a business structure of four stories and later decide you 
want to erect a twenty story structure, the first thing you must do is to 
strengthen the original foundation upon which the added structure 
must rest. 


It is when we begin to strengthen the foundation that we get a prac- 
tical lesson in the reduced purchasing power of money. Replacements 
and repairs require heavier outlays today than at any time in the past. 
The fact that business and individuals are in what seems to be a rela- 
tively sound financial condition is the only thing that relieves one’s 
mind of the great anxiety about meeting our heavy postwar burdens. 


When you view our balance sheets or individual assets in the light 
of the government debt, world and domestic needs and inflated prices, 
it can not be said that they present such a glowing picture. Credit 
executives, keenly alive to their jobs, are fully aware of this. That is 
why they are evaluating credit responsibility in the light of the require- 
ments of the business of tomorrow rather than that of yesterday. They 
are carefully analyzing the needs of companies and proprietorships to 
meet tomorrow’s demands. Under this analysis they do not feel too 
complacent about many of the statements of companies which would 
have been readily acceptable in former years. ‘They know that the 
burden of our national debt rests heavily upon business and our people. 
When that debt is at an all time peak for any nation in the world’s 
history, they recognize that the foundation to carry that debt must be 
unusually strong. 


Perhaps these critical law makers would do well to study business 
balance sheets on a basis of relativity. If they did so, they would not 
be so inclined to criticize business and individuals for being prepared 
to carry the load that has been placed upon their shoulders through 
reckless spending and world wars. 


—Ht-. we 


HENRY H. HEIMANN, 
EXECUTIVE MANAGER 
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OSTILE INDIANS were still at- 
tacking settlers in 1788 when the 
vanguard of forty-eight members of 
the Ohio Company arrived at the 
Muskingum River to establish the first 
officially sanctioned settlement in the 
Northwest Territory. Thus the chief 
concern of these cautious 
veterans of the Revolution 
was to build a fortification 
for the protection of the 
rest of the group and their 
families who were to fol- 
low at a later date. As 
their leader, General Ru- 
fus Putnam, wrote in his 
memoirs, “I was fully per- 
suaided that the Indians 
would not be peacible very Long — 
hence the propriety of imediately erect- 
ing a cover for the Emigrents who 
were Soon expected.” 

As a fortification, the settlers con- 
structed a stockade in the form of a 
hollow square, occupying some eight 
acres, with two-story cabins along the 
sides and blockhouses at the corners. 
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CABIN IN 
CAMPUS MARTIUS 






The Father of 

















































General Putnam’s own 
cabin adjoined the south- 
east blockhouse and con- 
sisted of two rooms downstairs and two 
upstairs. His family joined him there 
in November, 1790. 

The settlers named their new town 
Marietta in honor of 
Queen Marie Antoinette; 
for their fortress they 
chose the classical name of 
Campus Martius which 
was taken from the drill 
field of ancient Rome. 

The superintendent of 
the colony was General 
Putnam who had _ been 
chief engineer of the army 
during the Revolution, designer of the 
fortifications at West Point and moving 
spirit in the establishment of the Ohio 
Company. From surviv- 
ing papers it is evident 
that he was required to 
arbitrate all sorts of 
questions, calling for 


humor as well as good FIRE 


The living room today, furnished in the style of Putnam’s period 


judgment. This, for instance, was an 
order on a store for the relief of a 
bereaved Indian woman: “Pleze to 
Deliver the widow of the murdered 
Indian Such.goods as she shall chuze 
to wipe away her Tears to the amount 
of Five Dollars.” 

During the five years of the Indian 
war the residents of Campus Martius 
remained safe from attack within their 
fort. The more daring men ventured 
out to farm, hunt game and scout for 
Indians; some lost their lives in such 
forays but the Marietta people killed 
very few Indians. In the words of 
their General Putnam, ‘Providence 






so ordered that in the course of the 
War we obtained two Indian Schelps, 
& believe we killed a third.” 

After the war Putnam enlarged his 
cabin in Campus Martius and contin- 
ued to make his home there until his 
death in 1824. It stands*roday in its 
original form in a wing of the Campus 
Martius State Memorial Museum in 
Marietta. Appropriately, the one house 
to be preserved from the state’s early 


days is that of the man who has been 
called the Father of Ohio. 


The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American Homes and the 
Homes of American Industry. 


* THE HOME x 
Srrsurance 


Company 


NEW YORK 
AUTOMOBILE « 


MARINE 














by DON G. MITCHELL* 


President, Sylvania Electrical Products Company 


rent national income is running at the rate of ap- 

proximately 175 billion dollars per year. Yet we 

have only about 20 billion dollars of gold in the 
country and that is all buried in a hole in Kentucky. The 
reason that this country can run so completely on credit 
is that our people have confidence in one another. The 
seller is confident that the buyer will meet his obligation 
when it comes due. And the buyer is willing and confi- 
dent that he will be able to meet that obligation when it 
falls due. If the people of the country should lose con- 
fidence in the integrity of one another, business would 
still be done, of course, but, it would be restricted in 
amount to the amount of hard: money there was available 
to do it with. i ; 

Now, of course, all credit involves risk—and the credit 
man is the fellow who balances the risk against the 
desire to do the largest possible volume of business. In 
other words, the expert credit manager is one who makes 
the risks and resultant losses as small as possible while 
assisting to make the business as large as possible. 

Asking a company president, therefore, how much 
importance he attaches to the Credit Department is about 
the same as asking him how much importance he at- 
taches to his company’s Earnings or to its Working 
Capital. One might as well ask “Is Management Inter- 
ested in Accounts Receivable?” Well, here’s one an- 
swer to that one: At year’s end, Sylvania’s Accounts 
Receivable am>unted to approximately 2314% of our 
Gross Assets—-a matter of roughly $12,000,000. That 
means we eX“ect our Credit Department to be right 
approximately $12,000,000 worth! 


= This great country of ours runs on credit. Our cur- 
a 


Credit Man’s Importance 


When I roll a figure like $12,000,000 around my 
tongue, I begin to wonder if most Credit Departments 
themselves realize the importance of their job. In many 
cases where Credit Departments fail to comprehend the 
real significance of their function, it is probably as much 
the fault of management as it is a matter of small think- 
ing on the part of the Credit Managers. Some manage- 
ments I am sure still regard their Credit Departments 
as isolated departments of clerks who are essentially 
“checker-uppers”—a throwback to the days of the high 
stools—office automatons of the introverted type— 
making judgments entirely on the basis of a routine 
look-up in Dun and Bradstreet’s. But those days are 





* Address delivered before the electrical and radio group luncheon at 
the National Convention on May 14. 


4 


MANAGEMENT VIEWS CREDIT MEN 


(And Likes What It Sees!) 


.it is their sole job to keep credit losses at an absolute 












gone forever ! 

I don’t believe anyone has to sell modern manage- 
ment on the part that a credit department can play ina 
company’s success. 

Modern management knows that a really good Credit 
Manager can do more than cut losses. He can increase 
profits as well. As long as Accounts Receivable are listed 
as “Assets” the Credit Department’s contribution to suc- 
cessful operation will be one of the most important func- 
tions in the whole organization. 

And how about that thing known as “Working Capi- 
tal’? Is Management interested in that? I don’t believe 
I have to tell a group of credit men that a company’s 
working capital is very much affected by the turnover 
of Accounts Receivable. I do believe, however, that | 
should take this opportunity to tell you that the im- 
portance of this factor in the business scheme of things 
is very much appreciated and understood by intelligent 
management. Obviously, if we are looking to the Credit 
Department to help keep the company in a healthy cash 
position, we are very conscious of the Credit Depart- 
ment’s performance. 



















What Is a Good Credit Man? 






In the eighteen-nineties the big hero—the “Credit 
Man of the Year”—was the fellow who outdid Scrooge 
in tightness. Today that fellow would be looked at with 
more suspicion than the Credit Manager who is too loose. 
There are still many Credit Managers who believe that 








minimum. They gloat when they can say that they ex- 
perienced no losses during the year. These fellows are 
closer to being booted out of the front door than they 
realize, for they have undoubtedly turned down many 
thousands of dollars’ worth of business to have main- 
tained such a record. 

One test of a Credit Manager would be to weigh the 
amount of business turned down, along with the total 
losses incurred. If the Credit Manager can say that the 
business turned down was insignificant in amount, and 
that his bad debt losses were negligible, then he accom- 
plished a good year’s work. 

It is the Credit Manager’s job to do everything pos- 
sible to ship each and every order. It doesn’t neces- 
sarily mean that he should take an undue amount of 
risk by shipping open account, but he should try to ship 
under some form of security—C.O.D., trade acceptance, 
assignment, or personal guarantee. If the shipment goés 
out with 2 reasonable degree of security for payment, 
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then the Credit Manager is earning his salt. On the 
other hand, if he turns down the order just because he 
is not willing to risk open account terms, he is not a 
Credit Manager in today’s sense of the word., He should 
bear the same relationship to a modern Credit Manager 
that an “order-taker” bears to a “salesman.” 


Takes Calculated Risks 


The concept of what makes a good Credit Manager 
has changed a whole lot in recent years. He’s no longer 
the fellow who always said “No.” He’s no longer a 
“tearer-downer.” We look to him to be a “builder- 
upper.” 

‘The modern Credit Manager doesn’t sneeringly dis- 
miss those accounts who haven’t reached the double- 
insured, guaranteed safety zone. To adopt a phrase that 
came out of the war, he is smart enough to project his 
thinking into the future and take a “calculated risk.” 
His whole objective is to increase his company’s volume 
and profits. He is smart enough to know that some of 
those little businesses on the way up may be the Ford 
Motor or General Food companies of tomorrow. While 
keeping in mind that old three “C’s” formula: Capital— 
Character—Capacity, he knows enough to make Capital 
the dominating factor in every measurement. He backs 
his own good judgment of business situations and human 


beings by taking such risks as circumstances seem to 


warrant. 

While he has to make overall policies and sensible 
limits, he has to have courage enough to stretch these 
limits when his intimate knowledge of the situation tells 
him it is called for. He has to have imagination, vision, 
a feeling for the human relations aspects of his job. He 
really has to be a pretty exceptional fellow—a rare com- 
bination of student, analyst, and public relations man. 

If he comes too far from filling these specifications, 
he can cost his company money in many intangible ways. 
For example, the credit man who is super-cautious could 
say “No” to a potential Henry Ford or Walter Chrysler, 
and thereby lose for his company huge profits in the 
future. He must also be prompt in reaching a decision 
and putting it into action. Too often has an account 
whose credit is being probed ended up by losing patience 
with the credit man’s delay and taking his business else- 
where. 


Go and See Your Customer 


But how do you do these things? How do you evalu- 
ate the fundamentals? How do you measure the capital ? 
The character? And the capacity of your risk? Far be it 
from me to expound on the evaluation of capital. I’m 
not a financial man, but I’ll wager you'll do a better job 
if you go out and see your customer personally. I think 
you'll do a better job of evaluating his character by 
seeing him than by reading any of the usual character 
references—at least any I’ve ever seen. And I’ll know 
you'll do a better job of evaluating his capacity if you 
talk with him in his own office. 

Capacity is not a nebulous affair. Capacity in a busi- 
ness man is his ability to (1) analyze objectively (2) 
plan wisely (3) expand soundly (4) keep in step with 
the times. Get out.and see these.characteristics for your- 
self. If your customer is objective in his approach and 
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bases his judgment on sound facts, he’ll have capacity— 
in fact, this is capacity. He’ll know his markets. He’ll 
calculate his potentials. He’ll decide what share of the 
potential he should sell. And he’ll develop the merchan- 
dising techniques to sell it. There’s nothing theoretical 
about his line of reasoning. 


Some Have Capacity, Some Haven’t 


Take two retail merchants in a typical, medium-sized 
town. One of these merchants knows there are 10,000 
radio homes in his community and that the average 
home has 1 and 34 radios. In other words, there are 
17,500 radios in this town. He knows also that radios 
habitually wear out every seven years and therefore that 
the annual market is 2500 radios. He knows that his 
share of the market is 20% and that he should sell 500 
radios a year, or 10 a week. He'll keep his stock in step 
with that potential and he’ll push hell out of his sales 
clerks if they don’t sell those 10 sets every week. 

The other fellow, if you go out to see him, will tell you 
“T can sell millions of radios—don’t you know none have 
been made for the last five years—why, heck, there’s a 
pent-up demand that will put me on easy street.” 

Well, I say the first chap has capacity and if his char- 
acter is good will get by even with small capital. I’d 
even give odds on him—but I’d ask odds on the other 
fellow even if he has sufficient capital. 

But you can’t find this sort of information sitting in 
your own office. And what’s more you won’t get it from 
your own sales force. I know because I was a salesman 
once myself. Your sales force will also probably tell you 
“T can sell millions of them.” 


Cooperate With Sales 


It hardly needs saying that there should be the closest 
of cooperation between the Sales and Credit Depart- 
ments. In my company I am glad to say there is the finest 
of cooperation between these two departments, whose 
objectives are so definitely interlinked. Credit for this 
teamwork (no pun intended) goes primarily to our Cre- 
dit executives, who have proved themselves very sales- 
minded. They have proved themselves as anxious as 
anyone in the company to get new business, as long as it 
is profitable business. They are as reluctant as the Sales 
Department is to cut off an old customer or to cut back 
a credit on any customer who has slipped backward. 
They do not try to do their job by working by academic 
formulae or by relying entirely on outside agencies. 
They get-out into the field and meet the customers and 
talk things over frankly at first hand. They are as alert 
to point out where we might extend additional credit as 
they are to point out the need for a cutback. They pass 
along to our salesmen up-to-the-minute information on 
any changing situations in the financial status of existing 
customers. 


Spreading the Responsibility 


At Sylvania we are in the process of decentralizing 
authority. This is being applied to the Sales Department 
as well as to our manufacturing operations. We feel that 
if we want our men to be sales representatives rather 
than merely peddlers, which we do,—and if we want to 
convince each man that he is really “managing” his own 
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territory, we must give him the authority to go with this 
responsibility. We must also define his task and educate 
him up to it. 

You will be interested to know that our district sales 
offices are going to be made responsible for the credit 
functions as it applies to accounts in their respective 
territories. This does not mean that we have fired our 
central credit departments. Nor does it mean that we 
have in any way emasculated them. It merely means that 
our sales representatives must do a thorough, “on-the- 
spot” investigation of the credit potentialities of their 
new accounts, and keep alert to any changes in the finan- 
cial condition of the old accounts. 

The central credit departments still will get a final 
“look-see” at the whole matter—and the central credit 
departments will always be available to advise on the 
finer points of credit handling. But no more can the 
buck be passed entirely to the central credit departments 
when accounts turn out as bad debts instead of profits 
to the company. 

Through this method of operation each man is “man- 
aging” his own little territory, and, consequently must 
analyze his customers not only from the sales angle but 
from the management angle as well. He has to know his 
customers and recognize both their potentialities and 
their shortcomings. Being ‘right on the spot, so as to 
speak, he is better able to handle the credit picture, pro- 
vided of course that he is educated up to it. 


Credit Guides, Not Limits 


The Central Credit Departments supply his office with 
credit “guides.” I say “guides” rather than “limits,” for 
“limits” give the wrong impression. Just as soon as you 
place a limit on a customer you take the first step in 
placing business with your competitors—for the cus- 
tomer gets the feeling that the minute his accounts re- 
ceivable balance reaches the limit you will not ship even 
a small amount over that limit. So what does he do? He 
gives the next order to your competitor without even 
sending it to you for consideration. 

“Guides,” on the other hand, are just an indication 
of the approximate amount to which you are willing to 
go without further consideration. But when an order 
exceeds the “guide” figure, then thought should be ap- 
plied, and the situation weighed from all angles. 

The guides at the District Sales Offices, in most cases, 
are sufficient to permit of prompt passing of the usual 
“run-of-the-mill” orders. However, when an unusual 
order is received, who is better able to know the facts 
behind the order than that territorial representative who 
is managing the account? He must, of necessity, be able 
to justify its amount to the Central Credit Departments 
and must refer to them if the amount is large in relation 
to the “guide.” The Central Credit Departments have 
the final decision. 


System Calls for Teamwork 


Such a method of operation calls for close cooperation 
between the sales representatives, his district man- 
ager, and the Central Credit Department. It makes 
it necessary for the Credit Departments to know 
the ability of the fellows in the field—to train 
them in credit responsibility and over-all man- 
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agement. It places more importance—more value—to 
the work being carried on by the Credit Managers. The, 
must be big enough to carry on the work. A mediocre 
credit man cannot measure up to the requirements. 

Most salesmen who start in business for themselve; 
fail primarily because they do not fully realize that « 
sale is not a sale until a profit has been deposited in the 
bank. They don’t stop to think of the fact that a $100 
credit loss will wipe out the profit on a $1000 sale. Wis: 
management knows that a salesman who has a knowl- 
edge of credits is more inclined to make profitable sales. 

There can be no doubt about it—credits are becoming 
more and more important as a part of the salesman’s 
work. Today we are operating in an era of high price 
levels and close margins—so buyers are asking for 
larger credits. 

The salesman must be, in effect, an assistant Credit 
Manager. In the old days, the salesman didn’t worry 
too much about the credit angle. His whole objective 
was to get an order. He was judged and measured by 
the volume of his orders. Orders won contests. Orders 
etablished his ranking. Orders got him bonuses and 
additional compensation. His attitude was that collec- 
tion was up to the Credit Department. Let them worry 
about that. He was off to new fields to get more orders. 

The day of that chap is gone. The salesman who isn’t 
credit-conscious is not profit-conscious, and we don’t 
want him any more. He was too often wrong when he 
told us that this new account he had just signed up was 
“as good as gold.” Too many times our Credit Depart- 
ment found out on a check-up that all that good looking 
stock wasn’t paid for, and that that property he owned 
was in his wife’s name. The old-time salesman couldn’t 
be bothered about such things. The modern salesman 
has to—or else. 


Unethical Credit Practices 


I now come to a general subject that I want to mention 
briefly. It is related to an alleged situation in the elec- 
trical industry that I believe could be very harmful to 
the operation of the credit function in its broadest sense. 

In my opinion, the granting or withholding of credit 
should never be used as a selfish expedient by manufac- 
turers. If the grapevine reports are true, a bad mistake 
is being made by some manufacturers in the electrical 
business during the present period. It is said that some 
manufacturers making certain products that are in de- 
mand by the public are operating as follows: 

They ask a distributor how many units he estimates 
he can sell in the course of the year. He mentions a 
figure. Within a short time a truck backs up to his ware- 
house door and unloads that whole quantity, and he is 
billed at once for the year’s stock. He has no recourse. 
He takes the lot and pays the bill—or he loses the fran- 
chise. If the franchise is on a popular, highly-advertised 
and desirable item, he can hardly do anything but submit 
to the deal. 


Harms All Credits 


If this type of “selling” is actually being resorted to, 
it is doing great harm to credits as a whole. For one 
thing, it indicates to the distributor that the manufactur- 


(Continued on Page 10) 
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CONSTRUCTIVE AID TO CUSTOMERS 


A Well-Informed Merchant Is The Best Credit Risk 


by FRANCIS L. WHITMARSH* 


President, Francis H. Leggett & Company, New York 
President, National American Wholesale Grocers’ Association 


During the past few years most of us have for- 
gotten the fact that the extension of credit involves 

Ms various degrees of risk. In the food industry, 

which I imagine is similar in many aspects to 
others, our credit losses were less than negligible. Every- 
one was buying, and with the tremendous increases in 
incomes there was plenty of cash. Cost of living lagged 
far behind wages, and with comparatively fewer selec- 
tions from which the consumer could choose he could not 
usually spend his entire savings. Money was plentiful, 
goods were scarce, and everyone had an insatiable desire 
to buy. This, of course, was an Utopia, a perfect, ideal 
dream we were living through, too good to last . . . and 
it didn’t. 

You hear today from President Truman, from the 
headlines in newspapers, from commentators, that prices 
are too high—beyond their real value and beyond the 
consumer’s pocketbook. This is not new to us in the 
food industry. We started our readjustment period about 
six months ago. It started with us just the way it is 
starting and will start in other lines. With supplies 
more pleniful and a larger selection to choose from, Mr. 
and Mrs. Consumer suddenly decided they would not 
or could not afford to pay such a high price for parti- 
cular food item, and Mrs. Consumer substituted some- 
thing equally as good but less expensive, or perhaps 
bought nothing and used some of the supplies in her 
own kitchen that she had accumulated or hoarded. 


Resistance Unbalances Inventory 


This sudden purchasing resistance left the distributor, 
retailer and wholesaler with what now developed into 
an overstocked and badly balanced inventory. Until 
these channels are cleared by one method or another 
and normal working inventories—well balanced ones— 
are generally prevailing, we cannot expect business to 
be good. Because of the high value in dollars of these 
inventories the credits of all concerned should be sub- 
ject to review. Luckily, in the past, profits have been 
above the average and many have a comfortabie backlog 
upon which to rest. 

During these years the credit department had only to 
stamp their O. K., the salesman to take the order if he 
had the goods, the buyer to buy anything offered or al- 
lotted, and other departments were in the same slip- 
shod condition. Today, overnight, things have changed. 
We must all go to work. 


ah A lress delivered before the food products and confectionery whole- 
Salers’ group at the National Convention on May 14 
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For the purpose of this article I’ll confine my further 
remarks to my subject, “Constructive Assistance to our 
Customers”. They will be brief, and I hope to the 
point. 

Must Help Retailers 


The return of highly competitive markets urgently 
necessitates a program on the part of wholesalers in 
which truly constructive assistance must be offered those 
we serve. It is essential that they make every effort to 
assist them in solving their basic problems—problems 
covering every phase of their business from financial 
advice to modern store merchandising. The advisory 
capacity in which wholesalers must act is one of theii 
most important functions at the present time. 

Our first step in a program of this nature should be 
to pass on through our salés forces a clear-cut, sound 
interpretation of current trends in the industry. For 
the most part, independent retailers, restaurants, camps 
and institutions, and particularly the smaller ones, 
haven’t the facilities with which to correlate informa- 
tion pertaining to their operations because his informa- 
tion is issued through so many dvergent sources. On 
the other hand, wholesale grocers especially, with their 
direct contacts with growers, canners and manu- 
facturers throughout the country, as well as member- 
ship in national organizations devoted to the job of 
accumulating and interpreting information of statewide 
and national portent, can and should amass this infor- 
mation, summarize it, and pass it on to their customers 
through their salesmen. 


Give Financial Advice Too 


Of course, it is to their own interest that wholesalers 
offer constructive advice on credit. A well organized 
credit department should always be in a position te 
give constructive financial advice to customers when 
called upon to do so, even to the extent of furnishing 
information on banking facilities and providing intro- 
ductions when required. These services should alse 
cover furnishing opinions where necessary on overhead, 
carrying charges of chattels, title retaining contracts on 
equipment and other commitments, but obviously it is 
desirable for a credit department to be in a position to 
offer the advice before commitments are made, especial- 
ly in the case of new owners, with special emphasis on 
G.I.’s, during the present high turnover in the sale of 
food stores and other types of businesses. 


In this connection, I should like to point out that 
’ 
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from several surveys made in recent years it was deter- 
mined that the first year in business is the most hazard- 
ous for the average retail food merchant; in fact 
approximately 25% of those who ventured into the 
retail food business prior to 1941 were out of business 
in one year, and the reasons were invariably insufficient 
knowledge, limited capital and often little or no training. 
Unfortunately, too many embyro retail grocers are sad- 
ly lacking in the knowledge and experience necessary 
to successfully operate a retail store, and it is impossible 
to reach the vast majority before they have made com- 
mitments along these lines. However, I am confident 
that further publicity in connection with distributive 
education, such as that sponsored by the Food-Dairy 
Group of the New York Credit Men’s Association in 
cooperation with City College of New York, will prove 
of great benefit not only to the food industry but to 
other industries too, and help in the final analysis to 
minimize credit losses. This kind of constructive as- 
sistance is invaluable because it has reached many pros- 
pective merchants before they overstepped themselves 
and ventured into an unknown line of business. 


Not Only Advice 


Naturally, any broad program offering constructive 
assistance to customers must include tangible help as 
well as assistance of an advisory nature. Urge your 
salesmen to bring not only prospective customers but 
old ones to their headquarters, not only to meet the 
credit man, but to familiarize themselves with the pro- 
ducts they handle and to examine new offerings that 
have developed since the War. A good merchant is 
usually a good credit risk, but one who is careless or 
ignorant, no matter how fine his current rating, will 
soon become a poor risk. 

A salesman is the direct representative of the House 
he serves, and we must rely on him for the personal 
touch and contact. He has a tougher job today than 
ever before. Most people object to being told what they 
should do, so it is especially essential that he be dip- 
lomatic and know how to get his ideas over in spite of 
the individual characteristics of each account. 


Give Informed Advice 


To help keep his customers solvent and showing a 
profit, he must himself be thoroughly informed, and be 
able to pass on, without creating antagonism, worth- 
while suggestions. Chain stores are making a tremend- 
ous effort to regain the ground they have lost to the 
independents. A salesman should help in seeing that 
his customers’ products are priced to meet local com- 
petition—not too big a mark-up so as to retard turn- 
over, or too low as to show a loss, unless advisable. To 
urge them to meet market conditions even when a loss 
is necessary in order to liquidate their investment and 
to re-enter the market to make a profit; to make sug- 
gestions of new dishes to restaurants, to pass on from 
town to town successful selling and merchandising ideas 
that will prove beneficial; to urge cleanliness, modern- 
ization, and above all to help them create good will to 
their clientele. 

Remember constructive assistance to your customers 





can best be reached through your salesman’s personal 
contacts, but he can only do so in proportion to the 
knowledge you instill in him. 

A well informed, wide awake merchant is the best 


credit risk. 


Economists View 


Government Credit 
Bills with Alarm 


New York: 49 members of the Economists’ National 
Committee on Monetary Poliey have gone on record as 
opposing the proposal that any Federal Reserve Bank 
may guarantee any financing institution against loss up 
to 90 per cent of the unpaid balance of any loan. 

The Tobey Bill, S. 408, introduced in the Senate of 
the United States on January 27, 1947, and H.R. 3268, 
introduced by Representative Hays on April 30, 1947, 
provide in Section 2 that the following new paragraph 
be added to Section 13 of the Federal Reserve Act: 

“Subject to such limitations, restrictions, and 
regulations as the Board of Governors of the 

Federal Reserve System may prescribe, any 

Federal Reserve bank may guarantee any financing 

institution* against loss of principal or interest on, 

or may make a commitment to purchase and there- 
after purchase from a financing institution, any loan 
made to a business enterprise which has a maturity 
of not more than ten years. [At this point the 

House Bill adds the following words: “and could 

not be secured through ordinary banking channels 

at reasonable rates and terms.”] No Federal 

Reserve bank under this paragraph shall guarantee 

or make a commitment to purchase more than 90 

per centum of the unpaid balance of any loan. The 

aggregate amount of guaranties and commitments 
of the Federal Reserve banks under this paragraph 
outstanding at any one time, together with the 
amount of loans acquired thereunder and held by 
them at the same time, shall not exceed the com- 
bined surplus of the Federal Reserve banks at such 
time; and the aggregate amount of such guaranties 
and commitments outstanding at any one time and 
loans held at the same time, which individually are 
in excess of $100,000, shall not exceed 50 per 
centum of the combined surplus of the Federal 

Reserve banks at such time.” 

The members of the committee do not agree that this 
addition is desirable. Their resolution states: 

We, the undersigned, members of the Economists’ 
National Committee on Monetary Policy, consider this 
proposal unsound and urge Congress to reject it for the 
following reasons: 

1. There is apparently no defensible basis for sub- 
jecting the surplus of the Federal Reserve banks 
to such contingent liabilities. 

2. The risks in such loans should be shouldered by 
the lending institutions. 

3. It is undesirable to encourage the loose lending 
that such an arrangement, as that proposed, pro- 





* House bill substitutes words ‘‘chartered bank” for “financing institution.” 


(Continued on Page 12) 
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WHAT WOULD YOU DO? 


Another Problem That May Confront the Credit Man 


by CARL B. EVERBERG 


Attorney-at-Law, Boston 


1. What is the first step I should take if a customer, 
whose order I have, should refuse to accept delivery of 
the merchandise? 

Ans. A seller who is confronted with a situation 
where a customer refuses delivery of goods may indeed 
be perched on the horns of a dilemma. It is logical that 
he would like to know what his “first step” is. He 
probably would like to stuff the goods down the buyer’s 
throat but that is not a legal remedy. It is not beyond 
likelihood that the buyer may have a right to refuse 
the goods, That all depends on the terms of the con- 
tract and on the condition of the goods. Hence we 
have to start with a “step” in advance of the exigency 
described in the question above. 

A wise seller will have a form of contract so drafted 
that if a buyer should without any warning, and with- 
out justification, refuse delivery, he will with a perfect 
nonchalance, such as smokers of a certain brand of 
cigarettes are reputed to possess according to advertis- 
ing, know just the thing to do and proceed to do it. 
Incidentally no seller can always possess a complete 
contentment over situations like this for the reason 
that when these conflicts happen the facts are not too 
well crystallized ; the form of the contract may be con- 
tradicted by the conduct of the parties or their agents ; 
the quality of the goods may be questioned sincerely 
and a number of other circumstances may affect the 
rights of the parties to such an extent that eventually 
only a Supreme Court will be able to pass on the 
equities of the case. 


First Step Is the Contract 


Nevertheless to a considerable degree the seller can 
fortify himself according to the suggestions made 
herein. The form of the contract used in obtaining 
signed. orders of buyers is the first step in the right 
direction. A seller -wants his price primarily (and 
therefore he cares not for any other remedy such as 
repossession of the .goods except in the case of the 
buyer’s financial inability to pay). Hence if the seller 
has a credit department which would not have approved 
the customer as a credit risk unless satisfied with his 
responsibility, the form of the contract ought to be such 
that title passes to the buyer as soon as the goods are 
delivered to the carrier. There is a presumption that 
title passes when the goods are delivered to the car- 
rier in accordance with the contract and in absence of 
terms indicating a contrary intention. But some sellers 
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insert in their order forms the initials, “f. 0. b.” or 
“f. o. b. point of shipment,” and according to the 
Uniform Sales Act, Sec. 19, title passes when delivery 
is made to the carrier. Some sellers provide for a 
routing of the shipment in their forms of contracts and 
in such cases the buyer names the carriers and delivery 
to them passes title. In any event the question of “pass- 
ing of title’ is a legal one and counsel should be 
called in to effect a form of contract which will achieve 
this result. 

The importance of the above lies in the fundamental 
principle in law that the seller is entitled to recover 
the purchase price when title has passed. After the 
title has passed the seller has no further concern as to 
what the buyer does with the goods—they are his (the 
buyer’s). And since they are the buyer’s the seller is 
entitled to his price. Uniform Sales Act Sec. 63, 
subd. 1. Popper v. Rosen, 292 Pa. 122. And the reader 
may well have noted that where the seller gives the 
buyer terms the time of payment has no bearing on 
time of passing of title. There is, however, one point 
to bear in mind in all this—the buyer’s right to return 
the goods because they do not conform to any express 
or implied warranties of quality, fitness, etc., is not 
cut off because the title has passed. Sales Act Sec. 69, 
subd. 1 (d). We are here talking about the kind of 
a customer who has repented of giving an order after 
the notes of a silver-tongued salesman have died on 
the wing. 


But If Title Has Not Passed? 


A wholly different set of suggestions apply when 
according to the form of the contract title has not 
passed. A seller may have good: reasons for dealing 
with customers on the basis of deferring the passing 
of the title till the goods are delivered to the debtor 
himself or until they are paid for. If the buyer now 
refuses to accept the goods he has an entirely different 
problem. Now he cannot shrug his shoulders indiffer- 
ently, for the goods are still the seller’s and he must 
look out for them. Of course the repossession of the 
goods is some satisfaction; it may even be better than 
to pass title and have an uncollectible debtor on one’s 
hands. Yet he is entitled to more than the goods them- 
selves. He cannot, to be sure, keep the goods and also 
sue for the price. But he may keep the goods and 
recover damages for breach of the contract. To ascer- 
tain what these damages amount to he must find the 
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difference between the contract price and the market 
value at the time of the performance and the damages 
directly and naturally resulting from the buyer’s breach. 
Uniform Sales Act, Sec. 64, subd. 2 & 3. If the seller 
cannot ascertain the market value without selling he 
may sell the goods. 


—And the Goods Not Resalable? 


The above rule has application where goods are 
readily resalable. But now we have to contend with a 
situation, which arises not infrequently where the 
goods refused by a buyer are not readily salable. Sup- 
pose, for example, a publisher of calendars prints 
several hundred (or thousand) calendars on the order 
of a customer with the name of the customer thereon, 
title not to pass until delivery. If the buyer refuses 
to accept them they are of no use to anyone else; they 
cannot be resold. What would be the use of resorting 
to a rule of damages—the difference between the con- 
tract price and the market value? An attempted sale 
would be futile. Well, the Uniform Sales Act in such 
a case permits a recovery to the seller for the full pur- 
chase price. But only in compliance with certain condi- 
tions first. They follow herewith. 

If the goods then cannot be readily resold for a 
reasonable price, the seller should offer to deliver the 
goods to the buyer, and if the buyer refuses to receive 
them, the seller should notify the buyer that the goods 
are thereafter held by the seller as bailee for the buyer. 
The seller thereby treats the goods as the buyer’s and 
may maintain an action for the purchase price. Sales 
Act, Sec. 63, subd. 3. This rule had application to the 
case of a contract to purchase a concrete mixer (which 
at the time of the case at least was considered a machine 
with a limited and restricted market and one of many 
parts and fittings which had to be installed so as not 
to have a stable market value). Fisher Hydraulic 
Stone & Machinery Co. v. Warner, 233 Fed. 527. 


More Contract Advantages 


In addition to a seller’s right to damages for breach 
of contract (or the right to recover full purchase price 
where the goods are not readily salable) his rights 
may be enlarged by the contract itself. As in the case 
of a contract being drafted so as to pass title immedi- 
ately upon delivery of goods to a carrier, a seller may 
be left to his own resourcefulness and ingenuity to 
give himself many advantages. Thus a seller may 
frame a contract so that the payment (or payments) 
is (are) due at a time certain, whether title has passed 
or not. If therefore, a payment has become due under 
the contract the seller may recover without showing 
that the title has passed. The Uniform Sales Act has 
specifically furnished a seller this right of action under 
such conditions. Sec. 63, subd. 2. The seller must be 
careful in this situation, however, not to show an in- 
tention not to perform the contract on his part, or an 
inability, or it will be a defense to the buyer in an 
action on the price. (Same section of the Sales Act.) 

And this is not the end of a seller’s resourcefulness. 
He may have incorporated in the printed form of con- 
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tract, a provision to the effect that in the event. the 
buyer refuse or neglect to accept the goods when de- 
livery is tendered that the full amount of the purchas: 
price shall become due and payable at once. Thus th« 
buyer would be liable for the price at all events witi: 
no duty on the seller to resell the goods whether ther: 
be a market value or not. There is no question tha: 
such provision would be very severe on a buyer anc 
to counteract such harshness:a contract could at the 
same time provide that the seller at the request of th 
buyer would be compelled to make a resale so that th: 
measure of damages could be ascertained. 

The answer to the question is therefore not simple 
because many factors are involved. It has been the 
observation of the writer that many sellers have had 
little comprehension of the importance of having a 
foreknowledge of what ought to be done when buyers 
refuse to accept delivery of goods ordered. Much 
grief, expense and loss might therefore be avoided. 


Management Views - Credit 
(Continued from Page 6) 


ers are thinking of nothing but their own selfish inter- 
ests. Secondly, any manufacturers who operate in this 
manner are doing harm to the whole credit situation in 
the electrical industry. Because it is obvious that if the 
distributor has been obliged to strip himself of cash to 
take on an unwarrantedly large stock from one manu- 
facturer, his capital position has been so injured that he 
cannot, in all fairness, claim the credit limits he would 
ordinarily be entitled to on his other good lines. 


The Complete Credit Man 


To summarize, then: 

Top management today is aware of the tremendous 
business-building potential that exists in the credit 
function. In order to capitalize on that business building 
potential, however, it is necessary that the credit func- 
tion operate in a positive rather than a negative manner. 
If the credit function is to operate positively rather than 
negatively we must have credit men who cooperate with 
the sales force and who can get the sales force to co- 
operate with them. 

We must have credit men who will work in the field 
offering concrete assistance to accounts—whether that 
assistance takes the form of helping the account to keep 
better records or of cautioning the account on over- 
trading or unwise credit granting on his own part. 

We must have credit men whose prime desire is to 
get the order shipped and paid for rather than the atti- 
tude that the order must not be shipped unless it’s sure 
to be paid for. 

Sometime during the next year or two—after what- 
ever adjustment to the present wage-price relationship 
runs its course—this country of ours will embark, ! 
believe, on one of the greatest periods of business expan- 
sion in its history. This expansion will be done on credit 
—as it always has in the past—and we will need talent— 
real talent—among the credit men of the country to 
guide us sanely and successfully through that period. 
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“AN OUNCE OF PREVENTION ---~ 


Educate Your Customers in Proper Merchandising 


by I. H. BANDER* 


Vice-President, McKesson & Robbins, Inc. 


approached by another with the request, “Hey, 

mister, give me a dollar. Will ya?’ The first man 

said, “I won’t give you a dollar but I will give you 
a quarter .. . and let me give you a tip. Times are 
tight but if you ask for a quarter instead of a dollar, you 
might get more people to help you.” “Well,” said the 
beggar, “you don’t have to give me a dollar but don’t 
try to tell me how to run my business.” 

I certainly will not try to tell you how to run yours... 
you know how to run your business . . . that is obvious 
from your presence at this Convention. 

Rather than talk to you about how to operate The 
Credit Department, I thought it best to speak to you on 
a subject that will help make the credit job easier, 
namely, “An ounce of prevention .. .,’ . . . doing those 
things that will make less credit problems and make re- 
tailers better credit risks under varying conditions. 


Wouldn’t a Cash Business Be Nice? 


It is obvious, of course, that if all merchandise was 
sold on a “pay-on-delivery” basis, there would be no 
credit problems whatsoever. I can sense a chuckle up 
the sleeves of many when hearing that statement, but 
let us remember that one of the biggest department 
stores in the world has many accounts with people who 
pay in advance. 

And need I remind you that the biggest institution 
in the world, the United States of America, converted 
its income tax collections to a pay-as-you-go plan . 
both ample proof that it can be done. If it were, I feel 
confident that it would reduce over-buying, improve con- 
ditions brought about by under-selling, correct inade- 
quate merchandising and improve much of the improper 
storekeeping conditions that exist, and which act as a 
handicap to sound and profitable operation. 

However, business is not in that condition at the 
present time; you extend credit and you want to learn 
how credit losses can be reduced and yet avoid that 
tightness of credit which affects all parts of the business 
structure. Nothing happens in a business until some- 
thing is sold. Any condition that interferes with sales 
affects the whole business. 

Credit means faith and confidence. Somebody wants 
to buy; somebody wants to sell. Manufacturers want 
to produce. Banks are willing to finance. Credit lines 


n During one of the stringent periods, a man was 
he 


* An address delivered before the Drugs, Cosmetics & Pharmaceutizals 
Group at the National Convention on May 14. 
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are established because the seller is confident that the 
buyer will pay when payment is due; he is certain that 
the buyer is financially able to pay, is a man of his word, 
and agrees to abide by the stipulated terms. 


Business Based on Faith 


All business is built on faith and confidence right 
through to the ultimate user or consumer, who must 
have confidence in the seller for the seller to stay alive. 
When the public loses confidence, everybody right back 
to the creator of the item or service loses, either through 
reduced sales or eventual failure of the business. 

No manufacturer or distributor can sell to closed 
retail stores so everything as far as possible must be done 
to help retain the confidencé necessary for business per- 
manency. 

Confidence does not rest alone in a transfer of mer- 
chandise for cash. Even if people traded merchandise for 
merchandise, or live stock for live stock, or any com- 
modity for any other commodity, there must be mutual 
confidence and absence of mistrust, otherwise there is 
no continuation of trading. ; 

We know that there must be mutual confidence exist- 
ing between the producer and the distributor, the re- 
tailer and the consumer, because it is on that mutual 
confidence that successful operations depend. When 
the feeling of confidence is broken or destroyed, there 
is a cessation of trading with resulting effects on all parts 
of the four-square unit. 

As stated previously, producers and distributors de- 
pend upon consumer-contact points for ultimate distri- 
bution of their commodities on a profitable and sus- 
tained basis. 

When a manufacturer loses confidence in a distributor 
because of unsatisfactory credit conditions, or when a 
distributor is forced to stop selling to retailers because of 
unsatisfactory credit conditions, the ship of commerce 
stops sailing because the public, who ultimately pays the 
bill for everybody in business, is not given a chance to 
do so. They can’t buy what is produced because some- 
body says, “No. We have no confidence that we will 
be paid for what we sell.” 


Coach Your Customer 


The numerical and individual strength of wholesale 
and retail distribution is all important to the permanent 
welfare of manufacturers. 
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As manufacturers realize the full truth and meaning 
of that statement, they will set up a special department 
to study distributor operations, as well as retail opera- 
tions in cooperation with distributors, so that they may 
both be prepared to give helpful advice of a.concrete 
nature to help avoid the pitfalls that are in the pathways 
of all business. 

Retailers who depend upon credit for availability of 
merchandise from which they make their living should, 
and undoubtedly will, be open-eared to all constructive 
suggestions, especially when the credit men are part of 
the advisory panel. 

“An ounce of prevention is worth a pound of cure.”’ 

We all know as well that the strengthening of con- 
sumer-contact points means greater business longevity 
that makes the lot of the manufacturers and distributors 
much easier because the retailers will move more goods 
for a longer period and pay more promptly. 

What is needed is the training of an organization at 
both the distributor and manufacturer levels to help 
retailers become more successful; and both manufac- 
turers and wholesalers should cooperate to develop a 
better “know-how” by the retailer to distribute more 
goods. 

It should not be a matter of waiting until the damage 
is done or about to be done . . . it is better to prepare 
in advance because “An ounce of prevention is worth a 
pound of cure”... It is better to lock the barn before 
the horse is gone, and it can be done. How? .. . a plan- 
ned helpfulness on a perpetual cooperative basis . . . co- 
operation is looked upon by some people as something 
which says, “You give me your shirt and I’ll take it.” 
That, as is readily obvious, is an erroneous conception. 
Cooperation means working together for the benefit of 
all concerned . . . and when it is done on a planned 
basis, there is a continuity developed which makes 
understanding easier and produces more action more 
readily and more willingly. 


Five Points to Watch 


Here are five separate points that must be considered 
at all levels and education afforded for better operation, 

and they embrace the consumer as well because a four- 
square plan embracing the manufacturer, the distrib- 
utor, the retailer and the consumer cannot be a square 
plan unless all are benefited. 

1. Planned buying. 

Don’t let your customers over-buy . . . the day of 
reckoning is bound to come when they do. . . over- 
buying creates dangerous peaks and valleys. Over- 
buying creates unbalanced production . . . unbalanced 
stocks .. . heavy on slow sellers . . . light on fast sellers 

. and what is more, causes a glut which destroys 
profits as well as production, and I need not tell you 
gentlemen of great experience what effect overstock 
has on credit .. . “We can’t sell . . . we have no money 
to pay for what we have. . . take it back or we'll cut the 
price.” and then where are you? Lack of production, 
loss of help, sometimes loss of key people . . . but fixed 
charges on on nevertheless . . . “a blue picture,” you 
might say, but isn’t it true... and it might happen to 
anybody.” 

2. Plenned selling. 

Based on concrete understandable methods of moving 
goods to the users . . . with suggestions of supporting 


12 


material to maintain the merchandising “life” necessary 
for sustained success. 

Selling education to help improve productivity of 
those engaged in selling, wholesale-wise as well as retail- 
wise. This should embrace product information . . 
product possibilities . . . population potentials . . . mea- 
sured selling . . . related-item selling . . . group selling 
... and the inculcation of all sound “contact principles” 
to retain the customer and create more. 

3. Productive storekeeping. 

What do your retail customers know about the “break- 
even point?” What do distributors know about the 
“break-even points?” . . . who of your organization is 
calling it to their attention . . . do they realize that the 
cost of doing business is growing and that it requires 
more business than ever to hold the line. 

What plans are in effect to help retailers modernize 
and do a better job of presentation to the consuming 
public? Who has told them about modern fixtures, 
modern lighting, air conditioning, better selling methods. 

It is easy to say to a retailer or to a distributor, “Your 
credit has been used up. We can't ship you any more 
goods” .. . in that case what happens to production? 

It seems to me that it is much easier to maintain a 
constant liaison on a constructively helpful basis to 
keep the doors open. 

4. Productive merchandising. 

Merchandising means “bringing the goods to the 
people” .. . if you are a manufacturer, are you satisfied 
that your goods are being brought to the people in a 
strong merchandising way to justify your creative 
powers, force of advertising and need of distribution? 

Concrete plans are needed to help all concerned to do 
a more productive merchandising job ... the more the 
better for permanent success. 

This subject is closely tied up with planned and 
productive selling . . . method of store displays... . types 
of displays ... related displays . . . window displays... 
advertising . . . circularizing . . . all have important 
relationship to productive merchandising. 

5. Continued interest. 

In the merchandise produced until the “second buy” 
is made by the consumer . . . there is a big job but 
necessary because sustained interest in consumer re- 
action through retailers, supporting activities of an 
organization, whether that of one man or a group of 
men, and in all departments of the business, represents 
one of the “ounces of prevention” which is better than 
the doubtful value of a “pound of cure” represented by 
the words “no more credit.” Shakespeare stated it well 
when he said through one of his characters, “To thine 
own self be true, and it must follow as the night the day, 
thou canst not then be false to any man.” 


Economists View Bills 
(Continued from Page 8) 


bably would invite. It would tend to encourage 
a speculative type of expansion in manufactur- 
ing, commercial, and distributive activities. 

. In times of business recession the guarantee 
might be employed to pump credit into uneco- 
nomic enterprises in an effort to maintain “full 
employment” or to accomplish some other social 
objective. 


CREDIT AND FINANCIAL MANAGEMENT, July, 1947 















INSURANCE IN RELATION TO CREDIT 


Progress Depends on the Buying Public 


by W. WINTHROP CLEMENT* 


Executive Secretary, Risk Research Institute, Inc., New York 


and degrees, the principles of trust and reassur- 
ance have been factors in trade for literally thou- 
sands of years. Presumably, there was once a 
time when those elements of business were unknown 
anywhere in the world, but that time was so long 
ago and far away that it is lost in the fogs of antiquity. 
In the great commerce which has brought all the 
nations of the earth into the “one world” of which 
our nation is the business and economic leader, credit 
and insurance are fundamental. Our world could not 
hold together, deprived of either one. The relation 
between them, therefore, is of concern to everyone 
engaged in any branch of industry, commerce or finance. 
In fact, the relationship between insurance and credit 
is so close as to render them virtually inextricable. 
There are fundamental differences between the posi- 
tion of creditor manufacturers, suppliers and distribu- 
tors, and the position of those trustees of the public’s 
funds whose business is solely the vast commerce of 
insurance. The duties of their employees, however, 
in analyzing, determining and assuming risks are strik- 
ingly similar. Those whose special duty it is to 
supervise or deal in credit and those whose special 
duty it is to supervise or deal in insurance have almost 
identical purposes: to determine that the unavoidable 
loss, produced by the law of averages which operates 
in both fields, does not strike so hard as to interrupt 
the productivity of the debtor or insured, or to impair 
the strength or stability of the creditor or insurer. 
Both the credit, manager and the professional under- 
writer—also the underwriting insurance broker or agent 
—are truly engaged in risk research. 


Ss In various times and climes, and in varying forms 


Insurance Men Must Know Credit 


Insurance men realize that, by each policy they sell 
or underwrite, they assume a risk on behalf of their 
principals. The capable agent or broker recognizes 
his professional duty to leave no gaps and to avoid 
overlappings in the protection of his clients. The 
skillful underwriter fulfills his professional duty by 
discreet selection and accurate appraisal of risks pre- 
sented to him for coverage. The successful men in 
both these divisions of the insurance business will 
always have their hands full dealing solely with insur- 
ance—and they know it. At the same time, they must 


—. 


* Address delivered before the Insurance group at the National Con- 
vention on May 14. 
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be alert to the influence the presence or absence of 
the insurance they have sold or underwritten may have 
upon the credit standing of the insured. To evaluate 
that influence correctly they must understand the bases 
of sound credit and, to some degree at least, the operat- 
ing methods of the credit executive. They must ap- 
preciate that insurance is an adjunct to, but not the 
prime requisite of sound credit. 

It is certainly unnecessary to tell your group that 
most credit executives do not desire to take over the 
work of either insurance underwriters or producers. 
Every credit man should always guard against be- 
coming, unwittingly, a seller of insurance. Because 
he has a literally unparalleled power of persuasion upon 
the debtor, he must exercise extraordinary care to 
maintain proper relation between insurance and credit, 
in his own thinking. If he is to maintain that proper 
relation, however, the credit man cannot close his 
mind to the importance of adequately insured protec- 
tion of the debtors he accepts for his firm. A clear 
understanding of the fundamentals of insurance is even 
more essential to the successful credit executive than 
is the understanding of credit procedures to insurers. 
Accepting a simple affirmative answer to the simple 
question “Do you carry enough insurance?” is one 
way of totally failing to acknowledge that insurance 
has become a cornerstone of the American economy. 


What Are the Criteria? 


I trust that nothing I have said or may say hereafter 
in this discussion can be construed as urging anyone 
to buy more insurance or any insurance. My only 
aim is to make clear to credit men that genuine risk 
research is needed if insurance is to serve them to full 
advantage as a guardian of credit. 

Now, what are some of the criteria by which the 
credit man should judge the adequacy of a debtor’s 
insurance program? 

First, of course, there must be an accurate deter- 
mination of the debtor’s exposure to casualties which 
could impair his financial security. This requires not 
only a study of the debtor’s balance sheet but also an 
equally careful study of the activities, the locations, 
the raw materials and finished products involved in the 
debtor’s enterprises. Some of you may even desire 
consideration of hazards inherent in the operations of 
your debtor’s neighbors, especially with the calamitous 
Texas City disaster so fresh in mind. 
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In most cases, no doubt, the ability of your creaito1 
to operate a business quite rightly justifies your faith 
in his ability to analyze his general exposures to select 
a properly qualified insurance adviser to make more 
detailed studies, as his situation may require. 


Degrees of Exposure 


These exposures seem to me to divide logically into 
two groups. First, there are exposures to loss which 
may so drain a debtor’s resources as to reduce his 
credit standing. Then, there are exposures which can 
ruin his credit standing altogether through a single 
catastrophic occurrence. To say that in all cases, any 
given hazard will fall into one of these groups or the 
other is impossible. Once again, the credit man must 
consider the fundamentals of insurance as they apply 
to each situation. Fire or explosion may sound like 
a catastrophe hazard when the debtor is a munitions 
manufacturer. Actually, either of them could be a 
minor hazard in any well-run munitions plant today. 
Machinery breakdown may sound more like a mainte- 
nance than an insurance problem, but the breakdown 
of a roller-towel machine in the plant of a prominent 
paper company is today running up a loss that may 
exceed $5,000,000. The value of any specific hazard 
can be determined only by evaluating the loss that 
hazard could create for a specific debtor. 

Here research in risk by insurance men comes greatly 
to the aid of the credit man. While they are by no 
means infallible guides, insurance rates—whether for 
fire, liability, burglary, business interruption, water 
damage, or what-have-you — insurance rates provide 
reasonably acceptable basic criteria for estimating the 
value of hazards. Supplemented by adequate informa- 
tion as to the debtor’s properties and operations, such 
rates serve the credit man endeavoring to anticipate 
direct losses. 


“Consequential Loss” 


A factor most often overlooked in business insurance 
is the so-called “consequential loss.” The paper com- 
pany mentioned earlier, fortunately, had insured itself 
against continuing expenses and lost profits. Many 
of your debtors, whose production could be seriously 
impaired—if, indeed, not totally crippled—by a rela- 
tively minor occurrence, are not so insured. Let me 
remind you that I am not suggesting that credit men 
should sell insurance by remote control. But they 
should recognize the hard-to-find hazards, when they 
are considering the relation of insurance to credit. 

Perhaps the most seriously under-rated exposure 
of all is that of the liability which may be imposed by 
law upon your debtor. Whether such a liability arises 
from a Workmen’s Compensation Law or from the 
Common Law, full consideration should be given to 
the potentialities. While individual Workmen’s Com- 
pensation benefits are limited by statute, the aggregate 
liabilities of the employer in any given period may result 
in appreciably increased costs. Common Law lia- 
bilities are limited only by your debtor’s ability to pay. 
A debtor’s susceptibility to such losses as these is of 
direct concern to the credit executive. 

We have mentioned only one or two major types 
of insurable hazards. The possibilities of “crime losses” 
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are many and serious, and should not be overlooked. 
Earthquake, windstorm, floods, and the perils of trans- 
portation, are catastrophe hazards, in some instances. 
The point to be made is this: the credit man’s need 
is the determination of the real exposures of his debtor’s 
financial security and evidence that safeguards adequate 
to those exposures have been provided. It is not 
enough merely to ask “Do you carry insurance?” 


Check the Policies 


Not only the kinds of insurance carried by a debtor 
need to be inquired into by credit executives. The 
basic clauses of insurance policies can be of just as 
great importance to you as the policies themselves. 
Unfulfilled co-insurance agreements can so invalidate 
what appears to be sound protection that you may be 
underwriting a fire, an explosion, or a robbery. Dis- 
parity of descriptive or qualifying language or other 
defects in the contract may allow your debtor’s insurer 
to deny the liability you believed he had assumed. The 
capacity of the insurance company to pay its losses 
promptly and its willingness to pay its losses fully are 
matters of vital concern to you, as well as to your 
debtor. The continuance of insurance in the months 
and years following your acceptance of an “Insurance 
Statement” is an obvious sine qua non. 


Analysis Imperative 


We have gone deep into the research into risk which 
a credit executive might undertake. It is doubtful that 
anyone reading this could practicably undertake so 
detailed a study of the insurance affairs of any debtor. 
It is certain that in many cases the weight of other 
factors will over-balance the influence of insurance 
upon your decision to extend or withhold credit. Yet, 
I have no hesitancy in saying to you that until all of 
the points mentioned have been explored, creditors 
cannot accurately judge the value to them of a debtor’s 
insurance protection. Without such a study you have 
no measure of your debtor’s actual exposure to loss, 
the adequacy, scope or effectiveness of the indemnity 
listed, or the security behind indemnity contracts actu- 
ally in force. 

It is not my purpose to confuse you by posing the 
paradox of a study which I have called essential and 
impracticable or impossible, all in one paragraph. My 
purpose, like yours, has been to explore the relation 
of insurance to credit. We began by acknowledging 
the fundamental importance of both insurance and 
credit in modern business. We noted an identity of 
purpose in the business of insurers and creditors. We 
noted an identity in procedure, an interlocking of re- 
sults in the work of credit men and insurance men. And 
we said that each fills a specialized capacity of service, 
independent of the other. It is all of these facts, placed 
side by side, that removes the paradox. The work in the 
research of risks done by credit men and insurance 
men can combine to achieve the sort of study I have 
recommended, if both are fully performing their re- 
spective tasks. 

Your Association was good enough to send me copies 
of some of the “financial statement” and “profit-and- 
loss” forms which your Committees and organization 
have developed for your tse. There can be no doubt 
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but that I am too much “insurance-minded” to be a 
good credit man or even a fair judge of sound credit 
procedures, but I would be less than honest if I did 
not say that I was somewhat surprised to see the 
minor position and small space accorded to insurance 
questions, except in the specialized “Insurance State- 
ment” form itself. There can be no doubt but that 
every prospective debtor is an individual case, deserving 
and requiring individual treatment. It may be that 
for some few debtors no statement of insurance is 
needed. For others, no formalized declaration would 
be enough, but the “Insurance Statement” to which 
reference has been made is a real basis for research 
into the hazards to which a debtor may be exposed. 
Whoever designed that tool for you, in my purely 
non-credit-man opinion, deserves a sincere vote of 
thanks. Here is an opportunity for debtors to evaluate 
their exposures and for creditors to evaluate their 
protection. So long as the tool is not improperly con- 
verted into a weapon, a service is done for all parties 
at interest. One point made in that form seems to me 
of such importance as to justify its repetition here. 
The explanation of the form, among other things, says 
this: “It should be clearly and definitely understood, 
however, that the mere fact of your carrying all these 
forms does not in itself prove that you are adequately 
insured. You may need additional forms, or fewer.” 
In my opinion, the proper relation of insurance to 
credit is set out with great clarity in those two simple 
statements. The need of the creditor, the debtor, the 
insurers and the insurance producer is adequate pro- 
tection, not superfluous policies. 

The relation of insurance to credit is up to you, the 
credit executives. Your individual use of insurance 
facts and figures as guides to credit rating is, of course, 
a matter of personal choice. You will find, however, 
that much of the detailed study which has been sug- 
gested has already been done by insurance producers 
and underwriters. As members of a far-reaching and 
important profession you can influence those producers 
and underwriters to do the research of risks with even 
greater thoroughness, care and skill. With an under- 
standing of insurance principles and procedures you 
can make the insurance purchases of your debtors serve 
to lighten and yet enhance your own work. 


Multiple Line Underwriting 


One recent development in the insurance business 
should have the greatest interest for credit executives. 
This is the trend toward the legalization of multiple 
line underwriting. The future of this trend will have 
more effect upon the relation of insurance to credit 
than any other single factor that could be mentioned. 
And the future of this trend will depend, to an ap- 
preciable extent, upon the amount of active interest 
taken by insurance buyers in its development. 

The idea of multiple line underwriting by a single 
insurer is not new. In fact, it is the oldest form of 
insurance, Time will not permit a full review here of 
how or why the insurance business got itself strangu- 
lated into its present fire, marine, casualty, surety, life, 
and other compartments. (That story, however, has 


been completely put into print in material we would 
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THIS IS NOT ALL! 


Most of this month’s articles are 
taken from addresses delivered at 
the group meetings of the Golden 
Anniversary Credit Congress. There 
are a few more still to come. Look 
for them in next month’s issue. 








be happy to send to any of you, with our compliments. ) 
It is, perhaps, enough to note here what the situation 
is and how it has been changed in the past few years. 

Thirty years after the National Association of Insur- 
ance Commissioners received the first official recom- 
mendation that a change from the “channelized” method 
of underwriting would be in the public interest, a com- 
mittee, composed of leading insurance Company execu- 
tives, brokers, agents, and even a Buyer, was appointed 
in 1943. The report of that now-famous “Diemand 
Committee” has been the basis for changes toward 
multiple-line laws in several states. New York State, 
however, held the key to the effectiveness of such laws 
in all states, by its so-called “Appleton Rule.” 


New Laws in New York 


In 1946 the group of policyholders whom I am privi- 
leged to represent sponsored the “Diemand Committee” 
in four bills introduced in the New York Legislature. 
Two of those bills became law July 1, 1946. The 
other two have been passed and signed and will become 
applicable on January 1, 1948. Such a change in the 
New York pattern of underwriting and in the New 
York law’s restriction of insurance operations in other 
states is insurance progress which could not have been 
achieved for many years—if ever—had not the buying 
public itself demanded it. 

Further development of such sound and forward- 
looking changes will also depend, to a great extent 
upon the demands of credit executives and other pro- 
tection-purchasing businessmen. 

During the war the Army “Post Exchange” and 
the Navy “Ship’s Store” were insured for virtually 
every known hazard under simple, readable, interpret- 
able and adaptable single-policy coverage. A single 
814” x 11” monthly report sheet was the only burden 
of the insured, aside from premium payments. It was 
the prettiest packaged protection you ever dreamed of. 
Wouldn’t you enjoy life more, if you and your debtors 
could obtain that sort of insurance. You can have it, 
and so can your debtors. The relation of insurance 
to credit can become much closer, much deeper and 
much stronger. But to quote Mr. William Winter, 
“if you want better insurance facilities, you can get 
them. He who pays the piper has the right to call 
the time . . . but you must stand on your own feet 
and tell them what you want.” 
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THE IMPORTANCE OF INVENTORY 


Credit Must Depend on Sound Appraisal 


by HOWARD S. ALMY* 


Assistant Secretary, Collyer Insulated Wire Co., Pawtucket, R. I. 


The day has passed when the statement, “I would 
rather have merchandise than cash” fills the bill. 

«©The price structure of your business along with 

the insolvencies and business mortality records of 
your customers will be determined in a large measure 
by how the rank and file of business enterprises admin- 
ister their inventories and moreover, the judgment and 
wisdom which those charged with the responsibility of 
granting credit exercise. The ability of a commercial 
enterprise to preserve its financial equilibrium is basi- 
cally dependent upon the maintenance of an adequate 
working capital that has a sufficient margin of liquidity 
to assure the discharge of bank, trade and other current 
obligations as they mature in the regular course of 
business. 

At the time this address is being written, Spring of 
1947, the daily newspapers and financial and trade jour- 
nals have begun to discuss the problems of excess inven- 
tory. Very little has been written, however, on the more 
technical aspects of the inventory valuation problem 
which, at this writing, seems to have become one of the 
major economic and credit problems confronting busi- 
ness for some months ahead. The ability of the rank 
and file of the many business enterprises to survive in 
a falling market will depend in a large measure on 
whether or not reasonable liquid working capital posi- 
tion can be maintained. 


Sound Principles Must Govern 


It therefore seems expedient before analyzing the 
problem of evaluating inventory and its relation to other 
items on the balance sheet that a brief review be made 
of the several accounting principles which must be ob- 
served if the management of any commercial enterprise 
and more especially, the credit grantor, is to know if the 
background and basis of evaluation is correct. 

Working capital is the excess of current assets over 
current liabilities and is generally composed of at least 
three important current accounts, namely : 

1. Cash 

2. Notes and Accounts Receivable 

3. Inventory. 

Other current accounts, when properly classified may 
be included. However, the loaning officer or credit 
executive usually examines the ratio of: 


1. Cash 


* Address delivered before the electrical manufacturers’ group at the 
National Convention on May 14. 
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2. Notes and Accounts Receivable 
3. Inventory 


. to the total of all three. If the larger portion of the 
current assets is represented by the inventory, further 
examination and detailed analysis is necessary. The 
balance sheet or financial statement is the source of 
information to which the credit grantor must look for 
some of the answers in analyzing the inventory position 
of his customer. A profit and loss statement, as will be 
subsequently shown, is likewise desirable or at least the 
sales figures for a given period prior to the date of the 
balance sheet. 


Inventory From Three Angles 


With this information, a determination of the value 
of the customer’s inventory may well be approached 
from three angles: 

1. Accounting and tax requirements 

2. Economic and political factors affecting valuation 

3. Management and the products distributed. 

The method of accounting employed should be ascer- 
tained in the first instance. Has the customer employed 
a certified or properly qualified accountant to audit his 
accounts, verify his financial statements and prepare his 
tax returns? Has the method of evaluating the inven- 
tory been done.in conformance with the prevailing tax 
laws? This point is an important one as the evaluation 
of inventory affects the profit. The accounting profes- 
sion has made commendable strides during the past few 
years and among the many problems which the profes- 
sional societies of the accountants have considered are 
the treatment and valuation of inventory. Any well pre- 
pared auditor’s report is certain to comment on the 
scope of the examination and indicate on what basis the 
inventory was priced and figured. If the auditor's 
assignment was limited to receiving a certificate from 
his client simply confirming the quantities and valua- 
tions, it will not have the standing of an inventory 
where a detailed examination was made and which had 
been subjected to various tests deemed adequate to ver- 
ify its accuracy. As has already been stated, the valua- 
tion of the inventory determines the profit and loss of 
a business and consequently governs the income tax to 
be paid. The. method of valuation, therefore, must be 
one that is acceptable to the taxing authorities. 

Among the methods of inventory valuation that are 
recognized by accounting and tax authorities are the 
following : 
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Cost 

. Market 

. Cost or market, whichever is lower 
. “First-in, First-out’ 

. “Last-in, First-out” 

The method of valuation employed must be consis- 
tently followed and the Internal Revenue Code does 
specify the following simple basic requirements : 

(a) It must conform to the best accounting practices 

in the trade or business, and 

(b) It must clearly reflect income. 


There are various arguments in favor of one method 
over the other. The method which is perhaps most gen- 
erally followed, is the “Cost or market, whichever is 
lower.” For a more detailed explanation of the account- 
ing aspects and the use of the aforementioned methods 
of inventory valuation, reference is made to.the Ac- 
countant’s Handbook, Patton, Ronald Press, New York. 
Inventories based upon estimates, needless to say, 
should raise a question in the minds of credit grantors 
as to the competency of the management and prompt 
one charged with the responsibility of granting credit 
to question expediency of granting further extensions. 


nr whd 


Pledged Inventory 


It is of primary importance that you know at the out- 
set if any portion of the inventory has been pledged or 
hypothecated or if any creditor has a lien upon all or a 
portion of it. In the past few years,.inventories, par- 
ticularly in certain lines of business, has become accept- 
able as collateral and the practice of field warehousing 
has become more prevalent in recent years. The lending 
officer or credit executive, usually finds the answer to 
these questions in the comments of the auditor’s report 
or in the question portion of the financial statement. 


The inventory valuation problem: presents a further 
study where the customer is a manufacturer. If the 
larger portion of the inventory is in raw materials it 
may indicate that it will take some time to process it 
and convert it into salable merchandise. On the other 
hand with a reasonable good portion of the inventory in 
finished goods it may be the means of liquidating an 
unbalanced or excessive inventory without serious loss. 


Profit and Loss Statement 


The profit and loss statement contains essential infor- 
mation and is an indispensable aid in evaluating the 
inventory, for here the credit grantor has the oppor- 
tunity to determine the competency of the management 
which is reflected by the profit or loss from operations ; 
the ratios of operating expenses to sales ; the percentage 
of net profits on sales either before or after provisions 
for taxes; and particularly the ratio of inventory to 
sales. For example, if the annual sales wére’ $360,000.00 
and the inventory, let us say, was $60,000.00, there are 
approximately six turnovers. Assuming that 7 turn- 
overs would be about average for a given type of busi- 
hess, it is readily apparent what happens when the in- 
ventory becomes excessive and is permitted to exceed a 
fivure that is more than ample for normal trading re- 
quirements. This computation is generally known as 
the net sales to inventory ratio. When followed with 
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adequate operating profits, it generally indicates that the 
funds to discharge trade and bank obligations are one 
step nearer the cash account as they have become con- 
verted into accounts receivable and should be collected 
on the customer’s regular terms of sale. 


Satisfactory Profit Margin Not Enough 


The fact that the profit margin is satisfactory and 
the approximate number of turnovers as computed by 
the net sales to inventory is satisfactory, does not always 
mean that the inventory position is sound. Assuming 
that the inventory has been properly taken, priced and 
figured in accordance with the best accounting methods 
previously mentioned and is supported by a reasonable 
operating profit and adequate turnovers, its relation to 
the working capital may tell another story when further 
analyzed. The following balance sheet data will serve 
to illustrate this point: 


BALANCE SHEET DATA 


Dec. 31, 1945 Dec. 31, 1946 
eee WAGES SUT Coe Se 5 $50,000.00 $20,000.00 
Acct’s Receivable ......... 60,000.00 40,000.00 
IN TS OPES lic cee 5 30,000.00 60,000.00 
Cort Bande. Sic ieee: 10,000.00 
CuRRENT ASSETS ......... $150,000.00 $120,000.00 
CuRRENT LIABILITIES 50,000.00 55,000.00 
Working Capital ......... $100,000.00 $65,000.00 
ee WON 0 Gees 150,000.00 130,000.00 
Annual Sales .......... :. 360,000.00 200,000.00 

RATIOS 
Net Sales to Inventory ...... 12 times 34 times 


Inventory to Working Capital 30.% 92.3% 
Inventory to Current Assets .. 20.% 50.% 
Current Debt to Inventory ...  166.% 91.6% 


As will be observed from the balance sheet data of 
December 31, 1945, the inventory represented only 
30% of the working capital, leaving an adequate margin 
for receivables and cash. Current debt was well sup- 
ported by the item of cash alone. Compare these find- 
ings with the balance sheet data of December 31, 1946 
and we observe that twelve months later in a period 
with merchandise and trading goods more readily avail- 
able, the inventory has doubled. Sales have declinéd 
resulting in less cash and receivables and 92.3% of 
the working funds of the business are represented by the 
inventory. In a declining market with trading goods 
more readily available, it is not difficult to understand 
that the success of the business and the retirement of 
future trade obligations will depend more than ever 
on the customer’s ability to adequately dispose of the 
inventory or trading goods. 

The importance of having complete profit and loss 
data cannot be overemphasized as the foregoing illustra- 
tions have indicated. 


Comparative Statements 
A clearer understanding of the current situation is 


obtained when comparative balance sheets and profit 
and loss statements or at least sales figures, are avail- 
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able. Comparative statements clearly indicate the 
changes that have transpired over a given period of 
time. They also reflect the ability of the management 
when they have been preserved over a period of years. 

Another test or ratio for appraising the inventory 
valuation is the percentage of current assets represented 
by the inventory or the Current Assets to Inventory 
Ratio. If the larger portion of the current assets are 
represented by inventory, it invariably denotes a frozen 
or non-liquid current position and often times the 
previous two tests discussed will substantiate the fact. 

The current debt to inventory ratio is also helpful 
as it indicates the percentage of equity the creditors 
have in the inventory. Allowance should be made, 
however, for tax obligations and other out of the 
ordinary current liabilities. A high percentage often- 
times is reflected by slow trade payments. 


Economic Conditions Affect Valuations 


The Credit Executive or Lending Officer should 
never lose sight of the fact that the balance sheet reflects 
the values as of a given date. A week or a month 
hence, valuations of certain accounts when considered 
from a liquidation standpoint may have fluctuated 
greatly. Any appraisal or valuation of your customer’s 
inventory must take into account the lag in time and 
the developments that have transpired in the economic 
and political fields. Some of the questions which 
might be well considered are: Is your industry reaching 
a saturation point in meeting the requirements of the 
trade? If scarcities prevail at the moment, will that 
condition exist in a few months from now? Is com- 
petition likely to become so keen that price decreases 
and price concessions must be made? What is the 
general inventory position throughout the trade? Are 
inventories excessive? What has happened in past 
years under similar conditions in your line of business ? 
What is the outlook for labor conditions? Are strikes 
and unusual wage increases likely? Will increased 
costs cause your products to be priced out of the 
market? Every Credit Executive will do well to 
weigh these questions as they pertain to his particular 
line of business. Your answers to these questions will 
serve as a basis for determining a sound credit policy 
and realistically value the inventory for each: credit 
risk that passes over your desk. 

Political developments as they develop and crystallize 
from day to day in Washington, are also bound to 
effect the level of trade in your line of business. Just 
to mention a few which indirectly will affect inventory 
valuations are the following : 

Reduction in income tax rates; withdrawal of tariffs 
on raw materials such as copper; new labor laws 
either helpful or detrimental to business may have 
the answer to a balance and consistent production; 
new laws and regulations affecting foreign trade 
should not be overlooked. 

The manner in which Congress and our various 
government agencies solve such problems, can be the 
answer as to whether or not business will operate at 
a profitable level. 

At the time this article was prepared, many uncer- 
tainties have already appeared and the Credit Grantor 
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is referred to the slump in values which has already 
transpired in the luxury lines such as furs and jewelry 


Management Should Be Evaluated 


Any evaluation of the inventory position of a business 
can well be interpreted when ‘analyzed with the quality 
of the management and the type of products sold. Th« 
Credit Grantor will do well to accurately determinc 
if the principals of the business know their line. Have 
they been in business long enough to know what it is 
to live through a falling market and meet intense com- 
petition? Is your customer’s business confined to one 
or a few lines where the market is saturated? Is the 
type of products distributed one which is generally 
popular with the trade and can hold its own in com- 
petition? Is it a “Name Brand” or is it an orphan? 
It is well to remember that over one half a million 
individuals have felt the urge to be their own boss 
and to go into business since V-J Day. Many of them 
are without experience and are embarking upon their 
first business venture with borrowed money, some of 
which has been furnished by Uncle Sam. The new- 
comer and particularly those who have had no previous 
training in a particular line of business should be 
among the first on your list to check in determining 
if a sound inventory position is being maintained. 


Danger Signals 


In conclusion the credit executives have a tremendous 
responsibility during the periods of declining markets 
and beclouded economic horizons. 

The one account on the balance sheet which is certain 
to be affected is the inventory and specifically its 
valuation. Therefore the adherence to several rules 
or methods of procedure may be helpful in future periods 
of uncertainty. 

1. Check carefully the accounting aspect and basis 

of valuation your customer has adopted. 

‘2. Compute the four ratios, giving particular atten- 
tion to working capital and turnovers of the 
inventory. 

. Make comparisons with two prior years if you 
have the data available. 

. Check all border line or questionable accounts 
through the Interchange. An unwieldy inventory 
position is almost certain to be reflected through 
a current clearance. 

. Keep in mind the prevailing price levels and gen- 
eral economic conditions in determining a realistic 
value of the inventory. 

It is not a time consuming task to make these 
computations and check the several points that have 
been mentioned. By so doing you will have essential 
basic facts on which to make an intelligent decision. 

It is one of the primary obligations of every credit 
executive to not only be well informed on the general 
economic and political developments from day to day, 
but it is likewise important that he knows what is 
going on in his own industry and trade. Sound ap- 
praisals of inventory positions now and credit extensions 
based accordingly will go a long way toward preventing 
distressed merchandise in your line of business and 
help keep the channels of distribution on an even Keel. 
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Production, Employment, Incomes All Depend on Credit 


by DONALD S. THOMPSON* 


Vice-President, Federal Reserve Bank of Cleveland 


We are interested in credit or debts. For the 
moment our interest centers on private debts, 
wi. e., the debts owed by others than governments 
or government agencies. Private debts have been 
increasing since the end of the war while the Federal 
debt has been declining. 

Private debts have been expanding because we are 
in the midst of an inflationary boom and an expansion 
of debts is characteristic of such a period. The growth 
in debts has been chiefly in those parts of the economic 
structure in which expansion in activity or the rise 
in prices has been greatest. At least some of the 
growth has also been most pronounced in those parts 
in which risks appear to be above average. 

Using latest available figures, which are not too good 
at this early date and are, therefore, subject to wide 
errors, we estimate that private debt increased during 
1946 by about $14 billion or 10 percent. 


PRIVATE DEBT IN THE UNITED STATES 


(Amounts in billions of dollars) 


End of Year Change 
1946! 1945 Amount Percent 
Net private debt?........ 154 139.7 +14 +10 
Business debt®......... 97 89.9 +7 + 8 
Mortgage debt*........ 43 36.0 +7 +19 
Consumer credit....... 10.0 6.7 + 3.3 > +49 
Loans for purchasing and 
carrying securities... . 5.6 8.0 —2.4 — 3.0 
Agricultural credit’... .. 2.7 2.6 + 1 +4 


1 Estimated from preliminary returns. 
2 Exclusive of duplication, see footnotes 3 and 4. 
% Includes a small amount of nonbusiness credit; includes also some 
mortgage debt also reported as mortgage debt. ; 
* Includes the following amount of mortgage debt also included under 
business debt: 1946, $4.3- billion; 1945, $3.6 billion. 
5 Excludes debt secured by farm mortgages and included under mortgage 
debt as follows: 1946, $5.3 billion; 1945, $5.1 billion. 
The increases in private debts have been primarily in: 
1. Debts in businesses, particularly the smaller busi- 
nesses, which have increased about $7 billion or 
8 percent during 1946. 
2. Mortgage debts of individuals and business which 
have increased $7 billion or 19 percent. 
. Consumers’ debts, i. e., consumer credit, which 


have increased $3.3 billion or 49 percent. 


Cro 


Business Debts 


Business debts increased 8 percent; at banks they 
increased more than five times as much (over 40 per- 


* Address delivered before the Credit Association of Western Penn- 
sylvania on April 22. 
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cent). Practically all of the net increased in busi- 
ness debts was in the commercial banks. In the banks, 
business debts increased more rapidly at smaller country 
banks than in the larger city banks. This is revealed 
by the following table which shows percentage in- 
creases for the year in business loans of various classes 
of banks in the United States and the Fourth Federal 
Reserve District: 


PERCENTAGE INCREASE IN BUSINESS LOANS OF 
COMMERCIAL BANKS DURING 1946 


Cleveland 
United Federal Reserve 
States District 
All. insured banks: . .....5.....<. +48 n.a. 

All member banks............. +47 +62 
Reserve City banks........ +44 +55 
Country banks............ .. +64 +81 

Insured nonmember banks..... +69 n.a. 


n.a. Not available. 


The more rapid rate of growth of business loans 
at the smaller banks suggests that extension of credit 
or growth of debts has been most rapid with respect 
to small businesses. 

Small businesses are the most numerous of the banks’ 
business customers and the banks historically have 
played a more important role in financing small busi- 
nesses than in financing larger businesses. A survey 
of business loans of commercial banks made by the 
Federal Reserve System last November (1946) re- 
veals that about two-thirds of their business borrowers 
had assets of less than $50,000 and that nine-tenths of 
them had assets of less than $250,000. These small 
businesses, constituting nine-tenths of all business bor- 
rowers, owed about one-fourth of the amounts owed 
to banks by all the banks’ business customers. Only 
two percent of the business borrowers had assets of $5 
million or over, but they owed 45 per cent of business 
debts owed to banks. 

For the most part, these small businesses were prob- 
ably retailers, service establishments, small manufac- 
turers and wholesalers. These are the lines of busi- 
ness in which the mortality rate tends to be highest, 
especially among the small businesses. 


Loans for Working Capital 
The demand for credit at the banks appears to have 


reflected chiefly the need for working capital to finance 
expanded inventories and receivables, although some 
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demand for term loans to finance machinery and equip- 
ment is evident. In business generally investment in 
plant machinery and equipment during 1946 appears to 
have been as great as the growth of receivables and 
investments in inventories. The demand for loans was 
accentuated during 1946 and early 1947 by rapidly 
rising prices which increased business need for. funds. 
To some extent the growth of loans served to sustain 
the demand for goods and services and increase the 
upward pressure on prices. The two forces thus ap- 
pear to have interacted upon each other to accentuate 
their inflationary tendencies. 

The growth in inventories has been substantial. Un- 
fortunately, the data available on inventories do not 
rank among our most satisfactory statistical series, so 
we do not know how much inventories have actually in- 
creased. Some estimates of the Department of Com- 
merce indicate that the value of inventories increased 
by $8 or $9 billion or about one-third. The Depart- 
ment of Commerce figures also indicate that apparently 
the accumulation of inventories has been heavier in 
durable goods than in nondurable goods and has been 
heavier as one moves through the business structure 
from producer to retailer. 


Watch Inventories 


Before we become too alarmed at the increase in in- 
ventories, we should remember that supplies of civilian 
goods were very low at the close of the war and that 
a considerable part of the increase in inventories repre- 
sents the filling: of pipelines necessary for the main- 
tenance of a smooth flow of civilian goods and services. 
The increases in inventories that have occurred appear 
to be of the nature that would be expected under such 
conditions. Unfortunately, however, supplies are not 
yet evenly distributed throughout. our economic sys- 
tem and the credit man who is financing inventories, 
either through loans or through extensions of trade 
credit, should satisfy himself that the inventories he is 
financing are not unbalanced. Another matter of con- 
cern is that inventories have been accumulated at high 
prices. Declines in prices are certain to have an ad- 
verse effect on the financial position of business with 
large high-priced inventories. 

Notes and accounts receivable of business have prob- 
ably increased by at least $5 or $6 billion during 1946. 
This increase has put some strain on working capital, 
requiring some financing or increase in debts. To the 
extent that these receivables represent payables to 
other businesses they are, of course, reflected directly 
in the estimate of increases in business debts. 


Points to Watch 


To summarize the situation briefly with respect to 
business debts; while the evidence is not wholly clear, 
it would appear that as we have moved farther and 
farther along the path of our inflationary boom, the 
growth in business debts has been most rapid in those 
parts of the business structure in which risks tend to 
be higher than average. Whether or not creditors are 
actually assuming a greater proportion of the business 
financial risks of our current inflationary boom de- 
pends on: 
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. ‘Lhe skill with which they have selected their risks. 
. The ability of borrowers or debtors to contro! 
costs, meet competitive price reductions and main- 
tain sales during a period of recession, if it comes. 

. The extent to which inventories (financed in a 
considerable part by the borrowing) are well bal- 
anced and can be liquidated if necessary without 
serious enough loss to embarrass the debtors’ abil- 
ity to repay debts. This, in turn, will depend on 

. The course of prices, incomes, and sales. 

. The extent to which creditors are anticipating 
their risks by creation of reserves during present 
prosperous times for meeting losses which may 
materialize during a less favorable period. 


Mortgage Debts 


We are in the midst of one of the greatest real estate 
booms in our history. The boom is characterized by : 
1. A severe housing shortage induced by: 
a. Record-breaking incomes. 
b. Increased rate of family formation. 
c. Spreading out of families. 
d. Availability of abundant credit on easy terms.. 

. A shortage of industrial and commercial units. 

. A record volume of real estate transfers. 

. A rapid rise of prices of existing properties to 
levels considerably above reproduction costs. 

. A relatively small increase in the supply of new 
units. 

. A more rapid growth in the volume of mortgage 
loans in 1946 than ever before, with an apparent 
increase in the average size of loan. The increase 
in mortgage loan volume has been particularly 
noteworthy in commercial banks. All mortgage 
debt increased about 19 percent; mortgage loans. 
of banks about 54 percent, 24 times as much. 


Lenders Replacing Owners 


The growth in mortgage debts has occurred during a. 
period in which the number of new properties coming 
onto the market has been relatively small, when trans- 
fers of existing properties have been in record volume, 
and when real estate prices were rising to very high 
levels in many instances to above reproduction costs. 
The growth in loans indicates that to an increasing ex~ 
tent owners’ money is being taken out of real estate and 
being replaced by lenders’ money, thus exposing lenders 
to a greater and greater share of the financial risks of 
our current real estate boom. In effect, the withdrawal 
of a considerable amount of the “profits” of real estate 
speculation or gain is being financed by credit. 

The market for the investment of funds in real estate 
mortgages is reported to be highly competitive. Mort- 
gages are being written for longer and longer terms at 
low rates of interest, and appraisals have been increas- 
ingly generous. Those responsible for the extension of 
credit in this field are assuming that incomes and buy- 
ing power will be maintained for some time to come, 
that the housing shortage will be made up very slowly, 
that building costs will remain high, and that conse- 
quently real estate values will.show little decline over 
the next few years. 
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[he most fapid rate of increase in debts has been in 
those of consumers. The volume of consumer credit 
outstanding increased by 49 percent during 1946 or 
more rapidly than in any other year of record and, at 
nearly $10 billion, is now at about the record levels of 
1941. This growth is a natural reflection of the abnor- 
mally low levels to which consumer debts had fallen 
during the war and of the increased supply of consumer 
goods, particularly durable goods, that became available 
during 1946. 


The expansion and the recovery to prewar highs 
reflect chiefly the growth in instalment and single pay- 
ment personal loans to new or previous high levels and 
an increase in charge account credit and service credit 
to the highest levels ever recorded. These are the items 
in which bank credit plays such an important part either 
directly in making the loans themselves or indirectly 
through business loans to provide the working capital 
to finance charge accounts and service credit. As a con- 
sequence, the growth in consumer credit was greater at 
the commercial banks, both in dollar amounts and per- 
centagewise, than at any other class of institution. Total 
consumer credit increased by $3.3 billion. Nearly 45 
percent of this increase, $1.4 billion, was at commercial 
and industrial banks, $1 billion, 30 percent, was in 
charge accounts of retailers and the remainder, less than 
$1 billion, 25 percent, was in all other types of lenders 
and in instalment contracts held by retailers. Total con- 
sumer credit increased by 49 percent during the year. 
At commercial and industrial banks the increase was 62 
percent. Charge accounts of retailers increased by 50 
percent. 


Burden on Consumer Incomes 


Consumer credit is being extended to finance pur- 
chases of goods and services at very high prices. These 
debts with their collateral charges will constitute an 
increasingly heavy burden on consumer incomes. A per- 
son buying one of the so-called low-priced automobiles 
with the minimum downpayments and maximum terms 
permitted under Regulation W must commit himself to 
monthly payments of from $60 to $80 merely to have 
the car sit in his garage. 

However, consumer credit apparently could increase 
by another $5 or $6 billion or even more on the basis of 
current estimates of consumers’ incomes without being 
excessive in terms of prewar relationships. In other 
words, if the volume of consumer credit outstanding 
were to be as great in proportion to disposable incomes 
of consumers today as it was in prewar years, the total 
volume of such credit would be about $15 or $16 billion 
or more instead of the present $10 billion. 


The Outlook 


What are the prospects of such a growth of consumer 
credit ? 

The wartime inflation, coupled with reduced supplies 
of consumers’ goods and services and control of prices, 
resulted in a higher rate of savings during the war than 
ever before. During the war, the rate of savings ex- 
ceeded 20 percent of income. In 1946, the first peace- 
time year, the rate of savings was about 11 percent, or 
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about half that of the war years. Currently it is running 
around 10 percent of income, not far from the level to 
be expected during prosperous times. 


Therefore, we cannot look for increased dollar. vol- 
ume of consumer purchases unless consumer incomes 
increase, or unless consumers use up some of the $170 
or $180 billion of savings accumulated during the war, 
or unless consumers buy on credit.to an increasing ex- 
tent, i.e., unless consumer debt or credit increases. In 
my opinion, if consumer purchases do not increase, the 
volume of industrial production and of trade and com- 
merce will decline, unemployment will rise and con- 
sumer incomes will fall. 


My reason for believing that consumer purchases will 
have to expand in order to maintain the current level of 
business will become clear if we go back to the question 
of inventories. Since the war, a part of our production 
has been for inventory, that is, to fill the pipelines nec- 
essary for the effective functioning of our economy. 
Production, therefore, has been in excess of consump- 
tion. To the extent that the pipelines are filled, an 
increasing proportion of our production must be taken 
by consumers or used to replenish or expand our pro- 
ductive equipment. 


Consumers Influence Future 


The amount of our output that was used in 1946 to 
replenish or expand our productive equipment was 
greater than ever before. In proportion to the total value 
of goods and services, however, the amount absorbed by 
industry was only about what would be expected, on the 
basis of past peacetime history, during periods of pros- 
perity. Business plans and expectations suggest that 
about the same amounts will be taken.in 1947, 


While increases ‘in’ construction are indicated for 
1947, current rates at which permits are being issued 
and contracts let indicaté that activity in this field may 
not come up to expectations. 


It would appear likely, therefore, that unless we have 
an increase in consumers’ expenditures some decline in 
the value of goods and services may result. 


Unless we have a marked increase in unemployment, 
and a reduction of incomes, I do not expect consumers 
to use up enough of their wartime savings to cause the 
rate of consumer cash expenditures to rise materially in 
proportion to: consumers’ incomes, In a survey con- 
ducted for the Board of Governors of the Federal Re- 
serve System early in 1946, an overwhelming majority 
of the people interviewed reported that they had no ex- 
pectation of using their liquid assets or savings for any 
purpose in 1946. Only one out of ten of those reporting 
savings out of 1945 incomes indicated that they were 
saving to buy consumer durable goods. Two-thirds of 
those interviewed indicated that they would prefer not 
to use their liquid assets or savings but to buy out of 
income or on credit. Sales and redemption of E bonds, 
and the behavior of savings deposits and of consumer 
credit throughout 1946 and early 1947 support these 
findings. Therefore, if consumer expenditures are to 
increase, consumer .credit will have to expand consid- 
erably. 

Most of those receiving incomes below $3,000 or 
(Continued on Page 24) 
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THE EXECUTIVES LIBRARY 
A Monthly Review of Timely Books 


by DR. CARL D. SMITH 
Director of Education, NACM 


Credit and Collection Management by William J. 
Shultz, Ph.D. published by Prentice-Hall, Inc., New 
York, 1947. Price $4.75, 

Readers of Credit and Financial Management will 
recall that Doctor Shultz presented during 1945 several 
chapters of his book in its pages. These selected chap- 
ters proved quite interesting to our readers who will be 
pleased to know that Dr. Shultz now has completed his 
long research and study and has written a text book 
on the many phases of Credit and Collection Manage- 
ment that will, we believe, have a strong educational 
influence upon our profession. 

While Dr. Shultz has designed his book for use as a 
text in schools of business, the active credit executive 
will find it interesting and helpful for professional read- 
ing, for a refresher study of the general principles and 
practices of the credit profession and also for a ready 
reference volume for his desk libary to which he may 
turn for a study of special problems as they arise. 

In the 814 pages of text the author has divided his 
discussion under seven main divisions. .These include: 
Background of mercantile credit management. 
Sources of mercantile credit information. 
Mercantile credit judgment. 

Mercantile collections. 

Mercantile credit office management. 

. Special applications of mercantile credit and collec- 
tion principles. 

7. Consumer Credit. 

The articles presented by Dr. Shultz in Credit and 
Financial Management came largely from Part three. 
This division covers such important subjects as: 

1. Analyzing the credit risk. 

2. Credit limits. 

Part four gives a complete study of collection prin- 
ciples and procedures, including collection correspond- 
ence, law of creditors’ rights, and adjustments and liquid- 
ation of insolvent customers. 

Part five gives the student a complete picture of how 
the credit office is set up and maintained, while Part 6 
discusses special applications of mercantile credit and 
collection principles, including export credits, commer- 
‘cial loan practises of banks, factors and finance com- 
‘panies. 

One of the good features of Dr. Shultz’s book is ten 
pages of double column index which enables the student 
or reader, to readily locate subjects. Another excellent 
feature is a series of quiz questions at the close of each 
chapter, which enables the student to check on his 
studies. 


Don bo No 


Records Management and Filing Operations by Mar- 
garet K. Odell, Research Analyst Systems Division, 
Remington Rand, Inc. and Earl P. Strong, Director, 
Utilization Department, Typewriter Division, Reming- 
ton Rand, Inc. 342 pages. Published by McGraw-Hill 
Book Company, New York. $4.00. 
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Perhaps credit executives will get a rather compre 
hensive understanding of what this new book covers 
from the words on its dedication page: 


“Dedicated to those 
records clerks who file 
but cannot find” 


Credit and finance executives are perhaps more de- 
pendent upon ready access to records and files than 
those in any other department of modern business 
organizations. The credit executive needs to have the 
records and files on each account in such form that he 
can review the whole picture without delay. This is 
one of those “how to do” texts. Among its important 
features might be mentioned: 

How to plan and manage files for quick service 

How to segregate records for retention or disposal 

How to determine the best features of centralized and 
decentralized files for your business. 

How to index records for use. 

How to control incoming communications and rec- 
ords removed from the files. 

The authors both are experts in their subjects. Miss 
Odell served the Federal government for four years dur- 
ing the war as procedural analyst and consultant in 
planning files and training personnel. Dr. Strong served 
during the war as officer in charge of the clerical work 
improvement program for all the naval activities, serv- 
ing directly under the Secretary of the Navy. 

The executive who finds his filing and records sys- 
tem inadequate, or who plans to enlarge and modernize 
this division of his work should find this book quite 


helpful. 


LETTER TO THE EDITOR 


National Association of Credit Men 
One Park Avenue 
New York 16, New York 


Attention: Mr. Henry H. Heimann, Executive Manager 


Dear Mr. Heimann: 

In every treatise published in your magazine, as well 
as in texts, on the general subject of credit, one seldom 
fails to find detailed references to the three “C’s”. It 
is this writer’s humble belief that these writings as well 
as subsequent practices fail to appreciate the related 
values of Character, Capacity, and Capital. 

It is a mighty fair assumption that one of the larger 
electrical manufacturers proportionates the values of 
these requirements approximately as follows: Character 
2%, Capacity 30%, Capital 68%. 

Some of our smaller companies might be following 
these approximated divisions: Character 73%, Capacity 
2%, Capital 25%. 

It is, of course, very apparent why this difference 
exists between the larger and smaller concerns, and 
it is just as apparent why the smaller concerns must 
shorten up the distances between these proportions. 

The larger concern is not dependent upon each indi- 
vidual sale and because of its elaborate subsidiary and 
agency set-up is in a position to place the questionable 
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BOOKKEEPING MACHINES 


Multiple 
Results 


CREDIT RECORDS 
READILY AVAILABLE 


* One Remington Rand book- 
keeping machine in your 
accounting department will 
produce three, four or more 
related forms with one post- 
ing. These, plus Remington 
Rand adding machines and 
the famous Printing Calcula- 
tor, solve every accounting 
problem. 





BRANCHES EVERYWHERE 






for Efficient Operating Records 


Administrative control flows from accurate accounting produced at the speed 
required by modern banks. Consider the wide variety of information important 
to your organization, the number of forms that should be prepared. Simultaneous 
posting of the related forms speeds up all operations, eliminates unnecessary 
personnel time and energy. Remington Rand bookkeeping machines are designed 
to provide the facts and figures for efficient banking methods—facts that permit 
management thinking at every level of operation. 

Your Remington Rand specialist can illustrate graphically how to cut costs 
on your daily operations. Phone him or write today for additional informa- 
tion to Remington Rand Inc., Adding-Bookkeeping-Calculating Machines 
Division, Department CFW, 315 Fourth Avenue, New York 10, New York. 


Keminglon Rand 


BIC reece FOR MANAGEMENT 
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sale through an anxious dealer or to turn it down with- 
out outwardly feeling its loss. 

The smaller concern, for survivorship reasons, must 
accept these doubtful risks and depend, in many cases, 
almost entirely upon past performance or character of 
interests. The attitude one employee took about his 
salary might well be applied by one delegated to extend 
credit. This employee divided his salary into three 
equal parts: 3344% was paid him for what he knew. 
334% was paid him for what he did, 3344% was paid 
him for what he had to put up with. 

He claimed that no matter how much he knew or 
how much work he performed or what working con- 
ditions were, these percentages never varied. 

Now, we know that these percentages could not be 
applied so strictly to our problem, but, they could be 
kept in mind to prevent the pyramiding of any one 
requirement at the sacrifice of another. 

The Stockholders and Directors of these larger com- 
panies, which are always boasting of their small bad 
debt losses, might well look into their companies’ credit 
policies to make certain their Credit Managers aren’t 
hiding behind favorable loss reports by extending credit 
only to “gilt-edged” risks. By turning dowri $200,000 
of business from concerns to whom granting credit 
would entail a certain amount of chance, a gross profit 
of approximately $20,000, in addition to overhead and 
inventory gains, is being thrown away. If bad debt 
losses on this amount increased to 3 or 5 per cent, it 
would still be worthwhile business. Further protection 
would be afforded by the reserves built up against 
losses on so called “gilt-edged” receivables. 

The officers of the small companies might well look 
into their companies’ credit routines to see if their Sales 
Managers and Sales Representatives aren’t dictating 
credit policies on the threat of losing business to com- 
petitors or on the assurance that “so and so” are swell 
people. 

It all leads back to the fact that anybody can approve 
extensions of credit to the Fords, General Motors, 
Du Ponts, U. S. Steels, but it takes a clever credit 
manager to extend credit to and secure payment from 
the proprietor of the Crossroads Manufacturing 
Company. 

Very truly yours. 

C. A. TRANTER 
Nordberg Manufacturing Co. 
Milwaukee, Wis. 


BUSINESS TODAY 


(Continued from Page 21) 


$4,000 have small savings. They are also the group 
from which the bulk of the demand for consumer credit, 
particularly instalment credit, has come in the past. It is 
from this group, presumably, that most of the demand 
will come in the future. It is this group that has the 
smallest resource with which to combat economic vicis- 
situde and which has the least ability to take up slack 
when loss of income occurs during a period of economic 
decline. I do not say that the members of this group 
constitute higher credit risks. Past experience on con- 
sumer credit has been excellent and these are the debtors 


who have provided that experience. What I do say is 
that this group is vulnerable to economic instability. 
And we are in the midst of an inflationary boom. 


Summary and Conclusion 


To summarize, I predict that business will become 
increasingly competitive and that many commodity 
prices will be subjected to heavier and heavier down- 
ward pressure. Every effort will be made to induce 
credit men to extend more liberal terms. as competition: 
becomes increasingly severe and goods harder to move. 

Business mortality rates, which are already rising, will 
go higher. Many concerns, particularly the newer, 
smaller ones will fall by the wayside. The efficient, pro- 
gressive businesses that are able to cope successfully 
with their cost problems and reduce prices will have 
competitive advantages. With softening prices, inven- 
tory accounts will become more and more vulnerable. 
The extension of credit will become more hazardous at 
the very time that the cry will be for more credit. And 
more credit will have to_be extended if our present levels 
of activity are to be maintained. Credit will be needed 
for sustained investment in producers’ goods, for am 
expanding volume of construction, for increased con- 
sumers’ purchases, for farm improvement and for in- 
vestment abroad if business is to remain active and 
relatively full employment is to be maintained. 

Maybe we can’t maintain production, employment 
and incomes at present. high levels. I don’t know. But 
if we do, it will be the result in part of wise and sound 
extension of credit which will avoid, on the one hand, 
supporting speculative excesses and further upward 
pressures on prices and, on the other, restricting the 
buying power of consumers and business below levels 
that can be supported by and in turn can support the 
present flow of goods and services. 

I do not propose to indicate here today how this may 
be done. I am merely stating the domestic issues as I 
see them. Their solution is in your hands. How well 
you do it will determine how well you earn your keep. 


Foreign Commitments 


I have purposely left to the last one factor which may 
well prove decisive in the maintenance of our domestic 
prosperity, namely, our commitments and engagements 
abroad. The export of several billions of dollars of 
goods and services for relief, reconstruction, and reha- 
bilitation abroad, in addition to normal foreign trade 
requirements would help to sustain industry, employ- 
ment and trade at high levels. These foreign invest- 
ments, if made wisely, should increase the productivity 
of other peoples, contribute to higher living standards 
and to increased trade. Our country’s share in this in- 
creased trade would be a long-run sustaining -factor in 
our own economy. In the aggregate, our investments 
abroad have turned out profitably in the past. This 
favorable experience could be repeated in the future. A 
successful foreign trade policy, however, requires 2 
willingness on our part to accept imports, as well as to 
make exports, when world productivity has been re- 
stored. Increased trade means just that—trade. 


(Continued on Page 38) 
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Quick Quiz for Credit Executives 


1. Do You Allow Cash Discounts ? 




















2. If the answer is “Yes,” what do you 
do about the customer who takes 
them without earning them? 


The National Association of Credit Men has 
published a series of forceful letter enclosures 
which drive home to your customer the need of 

earning all the discounts he takes. The Seal of 

3 the Association is imprinted on all of them. It 

ce shows your customer that not only you but thou- 

sands like you are of one determined mind, that 
you mean business. 


The cost of the enclosures is nominal: 
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A | NATIONAL ASSOCIATION OF CREDIT MEN 
¥ One Park Avenue _—S=—New York 16, N. Y. 


WHILE YOU ARE AT IT—Why not send for samples of NACM Financial Statement Forms? 
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ADVANTAGES OF CREDIT CONTROL 


A Firm But Flexible Policy Makes For Less Risk 


by C. A. MAGUIRE* 
General Credit Manager, Francis H. Leggett & Company, New York 


and hard work, but the pressure of modern busi- 

ness calls for a definite procedure, to eliminate the 

constant reviewing of customers’ credit files and 
information as orders are received, by setting credit 
limits for the majority of customers on their ledger 
cards. 

I realize this subject has been full of confusion in the 
minds of credit men, but notwithstanding the arguments 
against credit limits, the establishment of a credit guide 
limit is both desirable and possible for practically all 
accounts, so that accounts can be readily kept in line 
and not allowed more credit than the investment sug- 
gests. 

Of course this is not an exact science but many prac- 
tical rules can be adopted as a formula to ascertain a 
reasonable guide limit. Guide limits can be classified in 
four general groups as follows: 

1. The Arbitrary Limit. 

2. The Net Worth Limit. 

3. The Experience Limit. 

4. The Marginal Risk. 


= The best control I know of, is constant vigilance 
» 


The Arbitrary Limit 


For more than a year there has been an unprecedented 
turnover in the sale of retail stores. These new owners 
and others who have ventured into the retail food busi- 
ness at new locations are major problems because stores 
are still being sold at inflated prices and equipping new 
stores is extremely costly under present conditions, re- 
sulting very often in heavy carrying charges, therefore, 
for at least six months these new accounts wherever 
they are entitled to credit consideration should be as- 
signed an Arbitrary Limit. One very good rule for 
arriving at a satisfactory figure is to take 10% of the 
inventory figure on the theory there would not be more 
than ten principal sources of supply and if there were, 
the other sources of supply would be selling either on 
short terms or C. O. D. 

There is no assurance for any supplier that he will 
furnish a customer with even 5% of his requirements, on 
the other hand, the supplier may become the principal 
source of supply and in that case he should either insist 
upon a financial statement or complete information on 
the investment in the business to support any line of 
credit requested because if the supplier is fortunate 
enough to obtain a major portion of the business, it is 


* Address delivered before the food products and confectionery whole- 
salers’ group at the National Convention on May 14. 
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obvious some other basis would be necessary, as large 
lines of credit cannot be granted without substantial 
facts. 

Some credit men solve the problem of new accounts 
by allowing all new customers, adjudged to be satis- 
factory credit risks, an arbitrary credit limit of —$100, 
$200, $300, or some amount arrived at according to the 
type of store. By this method when orders are received 
which would bring the account over the limit, the file 
is reviewed; if the line cannot be safely raised to a 
higher limit, then the order is held and some arrange- 
ment or understanding is entered into with the customer 
before shipping. 

It is during the first six months or testing period 
where the credit man will find Group Clearance or Inter- 
change Reports very helpful to confirm to a great extent 
whether the original limit placed on an account is in 
line with the judgment of others. However, caution is 
advised against an upward revision of a guide limit 
should a Clearance Report reveal that some supplier 
has granted a greater line, as further investigation might 
disclose some promotional sale, or some special arrange- 
ment, or, for that matter, that slow payments may be 
the reason for the inflated credit line. 

Some surveys that come to my attention have dis- 
closed that the greatest number of failures occur in 
accounts less than a year in business, so that the neces- 
sary time and energy spent in watching the payment 
record of new businesses during a reasonable testing 
period is well rewarded in the final analysis. 


The Net Worth Limit 


Here again the 10% rule can be applied to accounts 
which have been rated by Dun & Bradstreet, using 10% 
of the higher rating figure if the general rating is 
“High” or “Good” and 10% of the lower rating figure 
if the general rating is “Fair” or “Limited.” 

However, I do not recommend shipping a first order 
for a new account to the amount of 10% of any rating, 
without first reading the report or having confirmation 
of a customer’s financial strength through financial or 
trade channels, but net worth limits may be safely set 
initially and then as circumstances develop they can be 
revised upwards or downwards. ~ 

A percentage of the Net Worth rating published by 
any other recognized agency may be used if the agency 
has a basis similar to Dun & Bradstreet for rating 
accounts. 

(Continued on Page 39) 
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Uncle Sam's Payroll 


Consolidated table of Federal personnel inside and outside continental United States 
employed by the Executive agencies during April 1947, and comparison with March 








1947. 
Departments or Agencies March 
r Executive Departments 
(except War and — a 
Agriculture Lo een 79,439 
Commerce ao 37,928 
interior oo: 50,416 


Justice Department. . ee ae 24,616 


Labor Department. . 7,482 
Post Office Department. . 461,677 
State Department. . Pee De ie isn tran 22,120 
Treasury Department. . Sues 103,746 
Emergency War Agencies 
Office of Defense Transportat‘on. 93 
Office of Scientific Research and Development 110 
Selective Service System.. ee 8,586 
Postwar Agencies 
Council of Economic Advisers............. 41 
Office of Government Reports... .......... 145 
Office of Housing Expediter............... 1,530 


Office of Temporary Controls: 
Office of War Mobilization and 
Reconversion. . Ve 116 


Office of Price Administration. . 12,725 

Civilian Production Administration. . 3,498 
Philippine Alien Property Administration. 71 
Price Decontrol Board.................... 6 
U. S. Atomic Energy Commission. . 4,189 
War Assets Administrat'on. 48,866 

Independent Agencies _ 

American Battle Monuments Commission. . . 80 
Bureau of the Budget. . D ae aay iG 610 
Civil Aeronautics Board.. ed Cad IP) A 2 538 
Civil Service Commission................. 3,538 
Export-Import Bank of Washington......... 118 
Federal Communications Commission. . 1,370 
Federal Deposit Insurance Corporation. . 1,191 
Federal Power Commission. . Peer Re eee 776 
Federal Security Agency.................. 133,396 
Federal Trade Commission. . he cate 591 
Federal Works Agency. . 24,966 
General Accounting Office. eee 10,944 
Government Printing a 7,973 
Interstate Commerce Commission. 2,288 
Maritime Commission. . 11,419 


National Advisory Committee for Aeronautics 5,630 
SUNNY PION ns cab tgtvnagieyins eee. 


National Capital Housing Authority. . 284 
National Capital Park and erorene 
Commission. . ee 18 


National Gallery of Art... Seb nicide, bali 308 
National Housing Agency... a 
National Labor Relations Board.. Saas 
National Mediation Board. . BF her os 103 


Panama Canal. . 27,781 
Railroad Retirement Board... 2,791 
Reconstruction Finance Corporation. . Prades 8,060 
Securities and eee Commission... .. 1,190 
Smithsonian Institution. oer ee pe ria oy 54 512 
Tariff Commission. . naa 229 
Tax Court of the United States... kone 121 
Tennessee Valley ee ee 13,609 
Veterans‘ Administration. . 228,722 


Total, excluding War and Navy Depart.| 1,273,479 | 1,271,819 


Net decrease, excluding War and Navy Depts.) . 


Navy Department PRB eae ke ky tated ie ot ' 372, 124 
War Department 

Inside continental United States. ee ae 

Outside continental United States..........| ‘173,774 


April 


2,767 |.. 


7,892 
1,186 


mee 


228 

123 
13,884 
227,109 


370,317 


399,957 
2162,157 


Increase | Decrease 


Total, including War and Navy Depts... 
Net Net decrease, including War and Navy Depts.|. 


1 Figures as of Feb. 28, 1947. 
Figures as ef Mar. 31, 1947. 
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2,232,143 | 2,204,250 


5,012 
106 
1,054 
120 ‘ae 
er 579 
BHO 1. 62.50.44 
1,514 
5 aa 
et 3 
Sse be 1,168 
1 |. ee 
as 4 
1,091 Sik 
pastas 13 
Lee 3,489 
oan’ 2,774 
14 
pews a 
36 shat 
CRadie ee 2,326 
Wis nevexeds 
sie 5 
5 sail 
sid 28 
1 jaca 
jdisietcatad 3 21 
Anwar on 8 
ie 1 
a ssenenks 
sa leeesiaaee 4 
ie aid disc 28 
49 
41 
8 
Se Giax ns sanke 
3 
2 
314 
15 
BEN gc eae 1,129 
a 24 
ae 168 
oe 4 
5 |. sta 
soles 1 
2 ios 
2 sede 
tepid. 1,613 
14,196 
,6/60 
14,196 


|KING COTTON KNOWS 


HIGH QUALITY PAPERS 





Now and then Kin 
best fine paper mills. He likes to come to 
PARSONS to see how well we treat the 
new cotton fiber that goes into PARSONS 
papers. He’s happy here because he always 
finds that our careful aes modern 
record papers is worthy of the high quality 
cotton fiber. 

Given the chance, King Cotton will 
watch over your records and your docu- 
ments so they’ll do best the job you want 
them to do. To be as useful as paper can 
be in business, ledger papers and index 
cards should be made with cotton fiber, as 
are all PARSONS papers. 


The most useful records are on cotton 
fiber paper, with its brisk, clean, smooth 
finish and its superior writing and erasing 
qualities. All records kept on cards or 
sheets will be safer for longer, and have 
greater legibility, on cotton fiber paper. 


Here are PARSONS record papers and cards 


SCOTCH LINEN LEDGER, made in white, buff 
| os blue entirely of the best cotton and linen 
rs. 


PARSONS LINEN LEDGER, 100% cotton fibers 
in white and buff. 

PARSONS INDEX BRISTOL, 100% cotton fibers 
in white and five colors, 

DEFENDUM LEDGER, 75% cotton fibers in 
white and three colors. 


MERCANTILE RECORD, 75% cotton fibers in 
white, buff and blue. 


MECHANO FORM LEDGER, 50% cotton fibers 
in white and six colors. 


MECHANO FORM INDEX, 50% cotton fibers in 
white and six col.rs. 


DURABLE LEDGER, 50% cotton fibers in white 
and buff. 


CREST LEDGER, 25% cotton fibers in white and 
six colors. 
So if you want to avoid the problems of 
dog-eared, illegible records, remember King 
Cotton, and that it pays to pick Parsons. 


Cotton visits the 





Parsons Paper Company, Holyoke, Massachusetts 
© ppc, 1947 
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KEEP TURNOVER HIGH 


Postwar Periods Are Always Dangerous for Creditors 


the greatest profit in any busi- 

ness enterprise cannot be 

realized unless the money in- 
vested is turned over just as often 
as possible, too often is overlooked 
after a period of rising prices. This 
is one reason why business failures 
have a way of increasing in post- 
war periods when prices turn down- 
ward. In the 1920s a rather sur- 
prising number af large retailers, 
including department stores, went 
out of business. Some of those which 
survived were saved by their 
creditors. 


= The well recognized fact that 
w 


Higher Turnover—Higher Profit 


Apparently, considerable confu- 
sion still prevails. When prices are 
going down inventories have to be 
held down as low as they can be and 
at the same time the goods cus- 
tomers want must always be on 
hand. The larger the inventory, the 
longer it takes to sell what is in 
stock, the slower the rate of turn- 
over and the greater the danger of 
loss. When the value of money is 
going down, on the other hand, 
having any larger cash balance than 
is necessary may prove disastrous. 
It is the money which has to be 
turned over as quickly as possible 
rather than goods. This fact was 
demonstrated in those European na- 
tions which went through a period 
of inflation after the first world war 
and those which are experiencing in- 
flation now. Money values go down 
so rapidly that what is taken in\one 
day will not buy as much the next 
day. To fend Off serious loss it is 
necessary to do business with as 
little money as possible and to invest 
any surplus in something which 
retains its value. 

The high rate of turnover has to 
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by J. E. BULLARD 


Special Writer 


be maintained always to achieve the 
most profit. It is what is falling in 
value, however, which has to be 
turned. When goods purchased for 
sale are falling in value it can be 
fatal to the business if too large an 
inventory is maintained and the 
turnover is too low to meet competi- 
tion successfully. When a govern- 
ment starts printing money or for 
any other reason the amotnt of 
money in circulation increases at 
too rapid a rate, it is money which 
has to be turned over with the 
maximum of speed. 

Fortunately, there appears to be 
no real threat of serious inflation in 
these United States. Even though 
there has been a material increase of 
money in circulation there has not 
been any alarming decrease in the 
value of the dollar. What decrease 
there has been can be explained by 
higher wages paid and the slow 
progress which has been made in 
bringing labor efficiency back to 
normal. Both appear to be natural 
aftermaths of war. 

Even a gradual falling off in dollar 
value, however, tends to make busi- 
ness men forget the need of watching 
their inventories. For example, a re- 
tail grain, feed and farm supplies 
dealer, bought some wheelbarrows in 
the 1930s. He bought them at a low 
price. They were of such a design 
and construction, however, that he 
experienced a great deal of difficulty 
selling them. That is, he did until 
shortages caused by the war made 
anything which would do salable. 
He sold those wheelbarrows at a 
good profit and cvuld have sold many 
more than he had in stock. After 
such an experience and several years 
of shortages during which the de- 
mand has been greater than the 
supply, it is not easy for this dealer 
to keep his inventory down as small 


as it should be. 

This question of inventory does 
not stop with business. It may go 
right on to the consumer. People 
who have experienced difficulty in 
buying what they wanted are in- 
clined to buy more than they need 
when supply is more plentiful and 
the quality and price seem right. 
To illustrate, sugar can be consid- 
ered. After consumers have been on 
sugar rationing for several years 
and have not been able to buy all 
they have become accustomed to use, 
there is a strong temptation to buy 
more than they need when rationing 
ceases and there is plenty available. 
They are likely to buy it even at 
prices they would have considered 
high ten years ago. 


Inventory at Consumer Level 


The final result is that in homes, 
where a maximum of ten to twenty 
pounds of sugar would normally be 
on hand, fifty or more pounds may 
be accumulated. Commercial users 
increase the quantities they have on 
hand in much the same way. To meet 
the demand retailers and wholesalers 
increase their sugar inventories. The 
time comes, however, when buying 
for future use ceases. Every link in 
the distribution chain is overstocked 
with sugar and, taken as a whole, 
consumers will require months to use 
up their surplus and be back in the 
market for immediate needs. It is 
when this condition is reached that 
prices have to be reduced and losses 
taken to move the sugar on hand. 


And Not Only Sugar 


This can happen in the case of a 
great many other goods. It accounts 
for a‘sudden falling off in demand. 
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{n the early part of 1920 the de- 
mand for silk shirts was still good. 
High priced cotton shirts were sell- 
ing so well that the treasurer of a 
large textile manufacturing company 
told an interviewer that if the auto- 
mobile tire manufacturers were to 
get all the cord and fabric they 
needed they would have to pay high 
prices. All the long staple cotton, 
he pointed out, could be used in 
broadcloth for shirts. Before the end 
of the year men’s shirts were pretty 
much of a drug on the market. Too 
many men already had more shirts 
than they needed. Mills closed down 
and cord and fabric order from tire 
manufacturers were welcomed. Seri- 
ous errors were made in 1920 by 
overlooking the importance of the in- 
ventories of the consumers. 


A Point to Watch 


It would seem, therefore, it would 
be a good idea for credit managers 
to give this phase of the matter more 
serious consideration than ever be- 
fore. An inventory which appears 
to be small enough to assure a 
satisfactory turnover may be too 
large if sales volume of some of the 
items in that inventory are abnor- 
mally high due to consumers buying 
for future as well as present needs. 
If that is happening, sales can fall 
off to such a degree that much diff- 
culty is experienced in selling what is 
in stock even though prices are 
radically reduced. 

During the past few years con- 
sumers have had to buy what they 
could get. They may have had to 
buy poorer quality than they de- 
sired. When the quality they want 
is available they buy that and not 
what they have been buying because 
circumstances forced them to do so. 
Already more and more retailers 
have had to revise their inventories 
to meet new and more normal con- 
ditions. Too little attention to this 
phase of turnover can: prove disas- 
trous. 


Buying For Profit 


The temptation to buy for’ profit 
instead of for turnover always is 
strong. A young man who peddled 
fruit from door to door did so well 
he decided to open a little store. In 
addition to fruit and vegetables he 
stocked some groceries. Soon after 
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How to Set 
LOW-COST MONEY 


for any sound 
business purpose 


Could wrth make more profit 
if your business had more 
operating cash? Send for our 
book, ‘‘A Better Way to 
Finance Your Business.” Learn 
how little money costs... 
how much more you can get 
and how long you can use it 
... under our liberal, low-cost 


Commercial Financing Plan. 


Send for this book today 


Telephone or write to the nearest 
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he opened the store a persuasive 
salesman called on him and sold 
him a big order of unbranded soap. 
He was given a low price because 
of the quantity he bought and had 
visions of a tidy profit. Before long, 
however, he discovered he had made 
a serious error. In the first place 
he had bought more soap than he 
should have even if he had bought 
the best known and the fastest-sell- 
ing brand. In the second place none 
of his customers ever had heard of 
that soap and were skeptical about 
buying it. It required more than a 
year for him to dispose of it and he 
had to reduce the price radically to 
get rid of it in that time. 

It is not only newcomers in busi- 
ness, however, who make errors in 
buying for profit rather than turn- 
over. One man built up a profitable 
chain of stores.: Some of the stores 
were complete drug stores. Others 
sold only candy and tobacco prod- 
ucts. He credited his success upon 
the freshness of the candy he sold. 
To make doubly certain no customer 
bought a box which was not fresh, 
he had been making in his own fac- 
tory the candy sold in the stores. 
His aim was to sell every pound 
within twenty-four hours after it 
was made. The result, of course, 
was a high rate of turnover in his 
candy departments. That rate of 
turnover helped, in no small degree, 
to increase the annual net profits. 
The freshness of the candy as well as 
its quality helped to build volume. 
One could expect he would maintain 
the same point of view regarding 
everything else he sold. 

One day, however, this man ap- 
plied for a loan at his bank. The 
bank president had a hunch he did 
not need the loan he was asking for 
and asked for an inventory of the 
stock he had on hand. In due time 
this man came back with the inven- 
tory. The bank president studied 
it item by item and found it in order 
with one exception. That was an ab- 
normally large stock of cigars. The 
store owner admitted that if he had 
not plunged on those cigars he would 
not have needed a loan. He insisted, 
however, that he had bought them 
at such a low price he stood to make 
a tidy profit. After the two men had 
talked the matter over, however, it 
was decided it would be more profit- 
able, in the long run, to sell those 
cigars as quickly as possible and in 
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any way necessary to turn them into 
money in the shortest possible time 
and to forget the loan. Here was a 
case of an experienced and successful 
business man being saved from a 
mistake which might have proved 
serious. It would seem there can be 
a great many other business men 
who are likely to make similar 
errors unless credit managers give 
more attention to inventories and 
make certain no item is overstocked 
to such a degree it will reduce the 
rate of turnover too seriously. 


Adding Side Lines 


One way in which many a re- 
tailer has overstocked has been 
adding side lines or stocking new 
items before ascertaining whether 
or not there is a demand for them 
in their territories. On the other 
hand, side lines have sometimes 
grown into main lines and made 
the business grow as it could grow 
in no other way. That is what 
happened to this man who owned 
that chain of stores featuring candy. 
The first regular job he ever had 
was in a drug store owned by a 
man well along in years. The candy 
department in that store was a sadly 
neglected side line. He was con- 
vinced, however, it could be made 
an important and profitable depart- 
ment. He studied the situation. He 
talked to his friends and to every- 
body else he thought could give 
him information which would prove 
worth while. He watched what was 
being done in other stores in the 
city selling candy. He came to know 
more and more about candy and 
how to make a candy department 
pay, but he could not interest the 
old gentleman who owned the store. 
When the owner decided to sell his 
business, however, this young man 
bought it and immediately began 
concentrating on the candy depart- 
ment. Almost before he realized ‘it 
he was doing a profitable candy 
business. The study he had given 
to the neglected side line paid 
dividends. 


Some Not Profitable 


A study of a proposed side line, 
however, sometimes results in re- 
vealing it will not prove as profit- 
able as it promises to be and may 
even resultin losses. A plumber 
was approached by a salesman and 


very nearly sold on a proposition 
which looked good to him. Before 
signing up, however, he decided t 
verify his conclusions by making « 
survey of possible sales and especial- 
ly of any sales resistance. He se 
lected the names and addresses oi 
those he considered to be his best 
prospects for this proposition. He 
called on some of those he knew 
best and laid the proposition before 
them. He did not have to make 
many calls before he learned it 
would be unwise to take on this 
sideline. In the office and on paper 
it looked extremely good. Those 
to whom he would have to sell it, 
however, pointed out disadvantages 
which were perfectly obvious when 
they were called to his attention but 
which had never entered his mind. 
He insisted, as he told of this ex- 
perience, that had he gone ahead be- 
fore he made this survey he would 
have had so much money tied up in 
it and would have suffered such 
serious losses he might have lost his 
regular business. 

One lumber yard owner did go 
broke in the late 1930s by taking 
on a side line about which he did 
not gain sufficient information in 
advance. A man interested in pre- 
fabricated houses sold him on the 
idea of organizing a company, sub- 
sidiary to his lumber firm, and going 
into the pre-fabricated housing busi- 
ness. He did so before he had made 
a survey thorough enough to show 
just what size and design of houses 
could be sold most easily in his 
territory and how many houses he 
could expect to sell. After he had 
lost practically all the money he 
had and the lumber company was 
in serious financial condition he 
learned he had been building homes 
which could not be sold quickly un- 
less certain changes were made in 
them after they were completed. 
He also learned that not enough of 
this type of homes could be sold in 
the territory he served to warrant 
the investment necessary to reduce 
the cost of construction to the mini- 
mum. From an excellent credit risk 
he fell to a risk so poor that some 
creditors found it desirable to retain 
title to anything shipped him until 
it was paid for in full. 

Shortly after the war two broth- 
ers bought a general store which 
had been owned by the same man 
for over. forty years. They have 
been adding new departments and 
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reopening some that had been dis- 
continued. A good many new things 
can be found there one would not 
expect to find in such a store. Their 
past experience in retailing has 
been extremely limited. They are 
not learning as much as they need 
to know about the new things they 
start selling or about the demand 
for them they can expect in their 
territory. They, of course, may 
make a great success of the busi- 
ness. On the other hand there is 
serious danger they will have so 
much money tied up in dead stock 
they will experience more and more 
difficulty in paying their bills. One 
thing is certain, those creditors who 
keep themselves fully informed re- 
garding what is happening are going 
to lose less if they act soon enough 
than will those who fail to keep 
informed, should it happen that 
these two men go broke. It is easy 
with side lines and new depart- 
ments to slow down the overall 
turnover rate to a dangerous degree. 


New Firms Face Hard Future 


These two brothers took over an 
established and prosperous business. 
Some, however, have started entire- 
ly new enterprises. They will have 
to keep their turnover rate abnor- 
mally high. Under certain competi- 
tive conditions it may prove within 
a few years almost impossible for 
them to earn anything like a satis- 
factory return on their investments. 
Suppose, for example, that in 1936 
a man bought land, built a building 
and opened a place of business. 
Assume the total cost exclusive of 
what he paid for goods bought to 
sell’ again was $52,000. Again 
assume his annual sales before the 
war averaged $52,000. Each year 
his sales being equal on the average 
to the total investment, he earned a 
satisfactory return. 

In 1946 another man buys the 
same area of land and erects a 
building of the same floor space and 
starts a business in direct competi- 
tion with the ten year old firm. By 
the time he has finished the building 
and is ready to stock it with the 
goods he is going to sell, however, 
he finds he has invested $104,000. 
He has an opening and soon is able 
to do a volume of business which 
totals $104,000 a year. He is in 
much the same position that older 
firm was when it first started. In 
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the meantime, however, the ten year 
old firm has increased its volume to 
$104,000 but has to earn a return 
on only $52,000. It has to spend 
some money on modernizing to 
make the store as efficient and at- 
tractive as the new one which is 
competing with it but out of income, 
over the years, it has been able to 
set aside enough reserve to do this 
without investing any new capital. 
The total investment exclusive of 
what is invested in goods for sale 
remains what it was at the start. 

It is obvious the 1946 firm must 
be extremely well managed and the 
turnover rate of the goods for sale 
must be abnormally high if it is to 
compete successfully with the 1936 
firm. There are many situations 
comparable to this one in all parts 
of the nation. Those who own the 
businesses may not also own the 
land and buildings but in the long 
run they have to pay the carrying 
charges on them, anyhow. They are 
included in the rent. Obviously, 
when prices go down and it becomes 
more difficult to keep sales volume, 
measured in dollars, up and should 
the margin between what is paid for 
the goods bought for sale and the 
prices which can be obtained for 
them narrow, the 1946 firm runs 
into serious difficulties. If it has 
not maintained a high rate of turn- 
over, if it has allowed any accumu- 
lation of dead stock, the chances of 
continuing in business are slim. 
The turnover rate has a direct bear- 
ing on how good a credit risk it is. 

The older firm has an advantage 
over the new one because of its 
lower overhead and also longer ex- 
perience in business. This does not 
always mean, however, the older 
one actually is a better credit risk. 
It may not be because it became 
careless during the years of shortage 
about keeping the turnover rate at 
the maximum possible. It may have 
accumulated too large an inventory 
of goods that have to be sold at less 
than cost to move them and may 
have held them so long that the final 
net loss is greater than it would 
have been had it been taken at once 
rather than waiting and hoping 
better prices could be obtained. 


Goods Turnover and Money Turnover 


An error. a.great-many business 
men make is to figure their rate of 
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turnover on the basis of the elapsed 
time between the delivery of the 
goods to them and the sale of these 
goods to their customers. ‘Where all 
sales are for cash this is the true 
rate. Where credit is extended it 
does not show the rate at which the 
money invested in the goods is 
turned. If a store selling for cash 
turns its stock of goods in a month, 
it may be possible to keep its actual 
money investment in goods down 
to practically nothing. If it buys 
on thirty days time, it has collected 
for what it has sold before it has 
to pay for them. On the other hand, 
if it extends credit it can happen 
that it takes an average of more 
nearly two months to turn those 
goods into cash. In any case more 
capital has to be invested in the in- 
ventory. 


Watch Customer’s Credit Policy 


The methods of extending credit 
vary. The attitude of creditors to- 
ward dealers to whom they sell also 
varies. In 1930 an automotive job- 
ber began paying attention to the 
manner in which his customers were 
extending credit. The decision was 
finally reached to instruct all sales- 
men credit would be extended for 
only a period of a week from date 
of delivery. They were also told to 
sell the customers the idea they too 
should extend credit fer no more 
than a week; that, if a customer 
did not pay up on payday, his credit 
should be cut off. This jobber 
experienced little difficulty in weath- 
ering the depression. He also 
claimed that almost none of his cus- 
tomers failed. Measured in the time 
it took between buying what was 
sold and getting the money for it, 
many of his customers had a higher 
rate of turnover than they ever had 
had before. 

Another automotive jobber did 
not adopt this -plan. More and 
more of his customers went through 
bankruptcy and it was only a mat- 
ter of time before he was bankrupt 
himself. He gave too little attention 
to speeding up the turnover of the 
money he had invested in what he 
sold and also to bringing pressure to 
bear upon his customers to do the 
same thing. The jobber who insist- 
ed upon shortening the credit period 
allowed by his customers and vir- 
tually forced them to do so by 
shortening the credit period allowed 


them, was certain that some of his 
customers actually made more net 
profit when business was bad than 
they ever did when business was 
good. He pointed out that their 
credit losses were reduced and that 
the rate of turnover of the money 
invested in what they sold was 
lower than it ever had been because 
they had increased the rate of turn- 
over to a marked degree. 

A man with very little capital 
started a garage. He extended no 
credit at all. In case of even the 


. largest business concerns for which 


he did work and whose credit was 
perfectly good he arranged to have 
checks mailed him the day after the 
work was done. With every job 
that went out to such firms a bill 
went also or it was mailed that same 
day. In ten years he had built up 
a nice little business, one which had 
enabled him to build a new garage 
and buy and pay for a home. When 
he had to sell for reasons of ill 
health, he stated that his credit 
losses had been less than a dollar 
a year and these were due to gas 
and: oil sales which were made be- 
fore the car owner said he would 
pay next pay day. It was not too 
practical to remove from car tanks 
gasoline which had been pumped 
into them or oil from crank cases. 
This:man also kept his inventory 
just as low as he felt he could and 
still render satisfactory service. He 
always was a good credit risk. 

In. the 1930s one wholesale grocer 
found it necessary to take over and 
operate the store of one after an- 
other of his customers. He did this 
toward the end he might realize 
full payment of what was due him. 
Had he followed the example of 
that automotive jobber who taught 
his customers the importance of 
speeding up the turnover of their 
capital, there is good reason to be- 
lieve he would have profited to a 
much greater degree. 

At any rate, one of his customers 
caused. him no loss. This man 
bought a grocery store which had 
not made any real net profit in 
years. When he applied for credit, 
the wholesaler, knowing the past 
record of the store, decided to play 
reasonably safe. He would extend 
a limited amount of credit but only 
for a period of a week, that is, from 
the day after one pay day of his cus- 


(Continued on Page 38) 
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About Credit Leaders 


Waterbury Host 
To Connecticut 
State Convention 


Waterbury: The Connecticut Associa- 
tion of Credit Men, comprising the As- 
sociations in Bridgeport, Hartford, New 
Haven and Waterbury, held its annual 
convention on June 18th at the Water- 
bury Country Club. The Waterbury As- 
sociation of Credit Men played host. 

There were three sessions. During the 
morning Lawrence J. Ackerman, Dean 
of the School of Business Administra- 
tion, University of Connecticut, spoke on 
“Our Responsibilities as Business Men.” 
At the luncheon meeting Noel Sargent, 
Secretary of the National Association of 
Manufacturers, discussed “International 
Economic Developments.” 

After lunch business was dropped for 
the afternoon and the delegates confined 
themselves to sports. Finally, at the ban- 
quet, Henry H. Heimann spoke on 
“Credit in the World’s Recovery.” 

During the convention the following 
officers were elected to the State Asso- 
ciation for the coming year: William E. 
Fertman, Westport, President; Einer J. 
Sather, of Hartford; John R. Heery, of 
New Haven, and George F. Buscher, of 
Waterbury, Vice-Presidents; Rodney 
Wheeler, Bridgeport, Secretary; and 
Mario Baldini, New Haven, Treasurer. 


Fort Worth Will Play 


Host to Conference 


Fort Worth: Fort Worth will be the 
scene of the 1947 Southwest Credit Con- 
ference on September 26-27. 

Among the speakers .will be newly 
elected President Charles B. Rairdon, 
Henry H. Heimann and Dr. Arthur A. 
Smith, Professor of Economics, at South- 
ern Methodist University. Also attending 
will be National Directors, E. N. Ron- 
nau, Victor C. Eggerding, and T. B. 
Hendrick. One half day will be de- 


voted to group meetings. 








The Central Credit Interchange 
Bureau has moved to 512-14 
Arcade Building, St. Louis, ac- 
cording to word from S. J. 
Haider. 


NACM NEWS 








Association Activities 


Los Angeles Credit Men Elect 
Queen at Industry Group Night 





Picture shows Miss Yvonne Jones, of Norris Stamping and Manufacturing Company 
(center), just after she was chosen Miss LACMA, and the two runners-up, Mrs. 
Frances Pelham and Miss Helen Passoras. 


MEMBERSHIP PROGRESS REPORT 
May 1, 1947 to June 30, 1947 


COMPARISON 
Net Total 
CLASS A Gain June 50 Percent 
Rochester ........ 11 512 102,19 
ee 36 1862 101.97 
Louisville ..:...°. 18 1115 101.64 
CLASS B 
San Diego ........ 12 307 104.06 
Baltimore ........ 10 485 102.10 
New Orleans ..... 3 288 101.05 
_ CLASS C 
Lexington ........... 8 191 104.37 
Tenens. siveia ts. 7 184 103.95 
Baffalo . 2.555.056. 6 188 103.29 
CLASS D 
Green Bay ....... 4 121 103.41 
Salt Lake City.... 5 178 102.89 
Washington ...... 3 113 102.72 
CLASS E 
Albuquerque ..... 15 75 125.00 
PO ooo ts wae 7 59 113.46 
Siouk: City i656 5 76 107.04 
CLASS F 
Clarksburg ....... 2 27 108.00 
Huntington ...... 2 33 106.45 
TO 6c. eves 1 21 105.00 
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Los Angeles: Los Angeles Credit Man- 
agers’ Association celebrated its annual 
Industry Credit Group Night at the 
Los Angeles Breakfast Club. Over four 
hundred members representing twenty 
industry credit groups were seated at 
gaily decorated tables and enjoyed a 
delicious steak dinner. 

Following the dinner and under the 
able direction of Chairman Elmo Trimble 
a beauty contest was held to choose Miss 
LACMA of 1947. There were thirteen 
contestants, each being a young lady 
employed by a member organization and 
sponsored by a group. Judges were 
beauty editors of three of the leading 
newspapers. 

The winner was Miss Yvonne Jones 
of Norris Stamping and Manufacturing 
Co., sponsored by the Industrial Group. 
Second was Mrs. Frances Pelham of 
Figart Radio Co., sponsored by the 
Radio, Record and Household Appliance 
Group. Third was Miss Helen Passoras 
of Arden Farms Co., sponsored by the 
Dairy Group. Appropriate prizes were 
awarded. 

Following the contest dancing was 
enjoyed in the ballroom and good fel- 
lowship in the patio until the homeward 
trek began. 
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Top-Flight Faculty To Be On Hand When 
Executives Meet At Madison This Summer 


A group of ninety executives 
from 24 states and from 61 

w different companies will as- 
semble on the campus of the 
University of Wisconsin at Madi- 
son on Sunday afternoon, August 
17th, for final registration for the 
Executives’ School of Credit and 
Financial Management. At eight 
o’clock that evening, a special re- 
ception is to be attended by the Uni- 
versity of Wisconsin officials. 

The Committee on registration 
has had no easy task in selecting 
the applicants for admission by 
reason of the large number seeking 
admission and the limitation of 
space and facilities at the Univer- 
sity. 

The success of any worthwhile 
educational endeavor is determined 
largely by the quality and caliber 
of the faculty. The Board of Trus- 
tees and the Administration staff of 
this. School have worked diligently 
to obtain a highly competent and 
efficient teaching staff. Their efforts 
have been richly rewarded and the 
School will open at 8:30 Monday 
morning, August 18th, with a corps 
of instructors of which any high 
grade University School of Business 
could be justly proud. 

The course in problems of Credit 
Management I is to be in charge of 
Leland T. Hadley, Credit Manager, 
Goodman Manufacturing Company, 
Chicago. Mr. Hadley was a mem- 
ber of the faculty of the 1942 ses- 
sion of the summer Institute of 
Credit Management held at Babson 
Institute. He was formerly a part- 
time member of the faculties of 
Loyola University School of Com- 
merce and Central YMCA College, 
School of Commerce, both in Chi- 
cago. He is a former member of the 
Board of Directors of the Chicago 
Association of Credit Men. Mr. 
Hadley is a Fellow of the National 
Institute of Credit. 

Dr. Virgil D. Reed, Associate 
Director of Research of the J. Walter 
Thompson Company, New York, 
will be in charge of the course in 
Current Trends in Marketing. Dr. 
Reed is a native of Indiana and was 
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DR. CARL D. SMITH 


Executive Director 


graduated from the Indiana Uni- 
versity School of Commerce and 
Finance. He received his Master’s 
and Doctor’s degrees from Co- 
lumbia University School of Busi- 
ness. Dr. Reed has filled various 
positions involving marketing and 
merchandising responsibility. For 
eight years, he served as Associate 
Professor in Marketing and For- 
eign Trade at Boston University 
and, at the same time, was Vice- 
President and Director of Research 
for the Wells Advertising Agency 
of Boston. In September 1935 he 
accepted the position of Chief of the 
Retail and Wholesale Trade for the 
Census of Business in the Bureau 
of the Census, U. S. Dept. of Com- 


Leland T. Hadley 


merce; a.year later, he was ap- 
pointed Assistant Director of the 
Census. During the war, he served 
as Chief of the General Statistics 
staff of the WPB and resigned that 
position to take up his present 
duties. He served as consultant to 
the House Special Committee on 
Postwar Economic Policy and Plan- 
ning. Dr. Reed is also a popular 
author of books on marketing and 
contributing editor to many pub- 
lications. He is now in India on 
a special marketing mission. 

The course in Problems in Busi- 
ness Financing will be handled by 
Dr. Marshall E. Ketchum, <Asso- 
ciate Professor of Finance at the 
University of Chicago. He was for- 
merly Professor of Economics at 
the University of Kentucky; Asso- 
ciate Professor of Economics at 
Utah State College; instructor in 
Economics at Duke University and 
for several years served as Regis- 
trar of Syracuse University. The 
University of Chicago conferred the 
Doctor’s degree upon him after an 
extended period of graduate study 
in Economics and Finance. He re- 
cently served as research analyst for 
the Federal Reserve Bank of Chi- 
cago. Dr. Ketchum is editor of the 
Journal of Finance and a contrib- 
utor to Encyclopedia Britannica, 
Journal of Political Economy, Jour- 
nal of Business and other financial 
publications. 

Thomas H. Nelson, President of 
Executive Training, Inc., and a 
partner of Rogers and Slake, man- 
agement consultants of New York, 
will be in charge of the course in 
Elements of Business Administra- 
tion. For the past seventeen years, 
Mr. Nelson has served as consult- 
ant to a number of Schools of 
Commerce and Schools of Engi- 
neering on programs of education 
for executive leadership. He has 
had extensive experience in the 
field of adult education as applied 
to business and to the professions. 
In recent years he. has pioneered 
in the development of managerial 
conference programs on top mant- 
agement executive levels and_ has 
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Dr. Vergil D. Reed 


worked with several large corpora- 
tions in the development of these 
programs. He is a graduate of 
Otterbein College and pursued 
graduate study at Columbia Univer- 
sity. He was formerly a lecturer in 
the Graduate School of Education, 
New York University, and a for- 
mer President of the Central 
YMCA, College of Chicago. 

Eight round table conference ses- 
sions will be held during the two 
weeks’ period. Special instructors 
and lecturers have been obtained to 


participate in these conference ses- 
sions. Here again, the School has 
succeeded in obtaining high caliber 
groups of special instructors. 


Dr. Sumner H. Stichter, Lamont 
University Professor of Economics 
at Harvard University, will discuss 
the subject, “The Economic Phase 
of the Labor Situation.” 

Emil O. Schreve, Vice-President 
of the General Electric Company, 
and now on leave of absence to 
serve as President of the Chamber 
of Commerce of the U. S., will dis- 
cuss with the group the topic, “The 
World We Live In.” 

Dr. Harry G. Guthmann, Pro- 
fessor of Finance at Northwestern 
University, will lead the groups’ 
thinking on the subject, ‘‘Pitfalls 
Which Credit and Financial Execu- 
tives Should Avoid During the Next 
Five Years.” 

Kennerd W. Tibbitts, Manager 
of the Steel Department, National 
Credit Office, New York, will pre- 
sent for discussion an overall pic- 
ture of business and industry and 
present day trends as revealed by 
current credit problems and diffi- 
culties. 

Dr. Alfred P. Haake, Industrial 






Dr. Marshall E. Ketchum 


Economist and consultant to Gen- 
eral Motors Corporation, will dis- 
cuss the responsibility of credit 
executives in our economy. 

Henry H. Heimann, Executive 
Manager of the National Associa- 
tion of Credit Men, and David A. 
Weir, Assistant Executive Man- 
ager and Secretary of the Associa- 
tion, will each discuss with the 
group, practical credit problems in 
terms of current trends; one or two 
other special instructors will meet 
with the: group. 





Credit Interchange 
Conferences Thresh 


Out Local Problems 


The first two of a series of five 
regional conferences to be held of 
\ the Operating Managers of the 
Credit Interchange Bureaus, took 
place on June 6th and June 7th at 
the Coronado Hotel, St. Louis, Missouri, 
and on June 13th and June 14th, Roose- 
velt Hotel, Pittsburgh, Pennsylvania. 
Both of these conferences were excep- 
tionally successful, having nearly 100% 
attendance. 
Originally, it was suggested that two 
regional conferences be held, one in the 
Central District and one in the East, but 
after analyzing the conferences held in 
the past on Credit Interchange operations, 
it was found that these meetings were 
not too well attended and the bureaus 
who did not have representation were 
those located a distance from the city 
where the meeting was held. It was there- 
fore decided to hold three other regional 
conferences at the following points: 
Atlanta, Ga., June 20-21 
Dallas, Texas, June 27-28 
San Francisco, Calif., July 12-13-14-15 
The plan is to use the same agenda at 
all meetings in order to have community 
of thought. However, a consolidated con- 
densed report of all meetings will be made 
on matters discussed and _ decisions 


reached. Every bureau manager in the 
system was solicited for help in the prep- 
aration of the agenda and was requested 
to forward subjects which in his opin- 
ion should be placed for discussion. 

Each bureau was requested to make a 
separate study of its operations to dis- 
cover where they were having troubie, 
build up a file with information, if neces- 
sary, to disclose and outline that diffi- 
culty and bring it to the conference with 
them. 


All But One Attend 


The St. Louis Conference on June 6th 
and 7th had representation from all bu- 
reaus in that area with one exception. 
Total attendance at the meeting was 25. 
Several bureaus had two or more in at- 
tendance. All were agreeably surprised 
to find our newly elected President, 
Charles Rairdon, on hand and he sat in 
for a good portion of the proceedings. 

Following Friday luncheon there was 
a very informative talk by F. Wendell 
Huntington, Vice-President in charge of 
personnel, Ralston Purina Co., St. Louis, 
Missouri. 

At the Pittsburgh meeting all bureaus 
were represented with the exception of 
one and there was likewise a total at- 
tendance of 25 with several bureaus hav- 
two or more in attendance. 

The Chairman of the Credit Inter- 
change Board of Governors, Mr. Robert 
P. Dean, was in attendance and gave the 
conference two very important messages. 
Mr. John C. Hoffman, Chairman of the 
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Credit Interchange Committee of the 
Detroit Bureau, was also in attendance, 
presenting some very helpful ideas and 
suggestions. Mr. O. J. McMunn, Presi- 
dent, National Office Management Asso- 
ciation (Methods Department, Duquesne 
Light Co.), delivered a very splendid 
talk on personnel problems and manage- 
ment at the luncheon on Friday the 
thirteenth. 

At both St. Louis and Pittsburgh ther: 
was a visual demonstration of the Kem- 
ington Rand equipment for streamlininy 
Credit Interchange mechanics which will 
shortly undergo an actual test in Los 
Angeles. Representatives of Snapout 
Forms, Ditto Equipment and Sorter Graf 
Company were also in attendance at both 
conferences, presenting ways and means 
of speeding up mechanics by using their 
equipment. 


Conferences Bear Fruit 


It has long been known that regional 
conferences are a very successful means 
of bringing the difficulties of mechanics 
out in the open. Ideas and suggestions 
for improvement can be exchanged for 
the benefit of every bureau in the sys- 
tem. Regional conferences permit the 
operating managements to meet each other 
personally and, as everyone knows, know- 
ing the man with whom you are cor- 
responding or requesting assistance in 
the matter of service, will result in more 
effective handling and a better feeling 
of cooperation between bureaus. 

It has been recommended that these 
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sectional conferences be put on a semi- 
annual basis, having two such meetings 
in each district yearly. Indications are 
that the meetings at Atlanta, Dallas and 
San Francisco will be equally successful. 
The conferences are being conducted and 
supervised by S. J. Haider, Director of 
the Credit Interchange Bureaus, who is 
to be complimented for an admirable job. 

Below is a record of the attendance at 
both St. Louis and Pittsburgh: 
St. Louis—June 6 and 7 

K. Holobeck, St. Louis, Mo. 

Wilber E. Miller, St. Louis, Mo. 

Gus P. Horn, Omaha, Nebr. 

Helen Moravec, Omaha, Nebr. 

Mrs. Ruth Stewart, Des Moines, Iowa 

Mrs. A. Miller, Kansas City, Mo. 

M. E. Garrison, Wichita, Kans. 

Miss L. M. Locke, Wichita, Kans. 

Miss Dorothy Strandberg, Grand Rap- 

ids, Mich. 
Mrs. G. Nice, Wichita, Kans. 
Mrs. Christine Thompson, Louisville, 
Ky. 


CREDIT CAREER 


H. Dale Palmer 


This month’s success story concerns 
Mr. H. Dale Palmer, Vice-President and 
Director of Labor Relations, Detroit 
Steel Products Company. His firm, in- 
cidentally, is the only firm in the area 
to have furnished two presidents of the 
Detroit Association of Credit Men: Edgar 
R. Ailes, President in 1920 and Mr. 
Palmer in 1939. 

Mr. Palmer was born in Adrian, Mich- 
igan, August 29, 1901, graduated from 
the Detroit College of Law, 1925—L.L.B. 

Mr. Palmer came to the Detroit Steel 
Products Company in 1922, from the 
Michigan Consolidated Gas Company and 
was made Credit Manager in 1928, was 
appointed Assistant Treasurer in 1935, 
and was appointed Director of Labor 
Relations, and continued as Assistant 
Treasurer, in 1946. 

Dale Palmer served as Chairman on a 
number of important committees of the 
Detroit Association of Credit Men, the 
outstanding being the Legislative and Ad- 
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Miss Shirley Lacko, Milwaukee, Wisc. 

W. L. Haney, Chicago, IIl. 

Ralph Johns, Indianapolis, Ind. 

C. H. Saberton, Cincinnati, Ohio 

F. R. Holzknecht, Louisville, Ky. 

Robert Lindholm, Minneapolis, Minn. 

Don E. Neiman, Des. Moines, Iowa 

Miss E. M. Dunn, Peoria, III. 

C. B. Rairdon, Toledo, Ohio 
(President, N. A. C. M.) 

M. E. Brucker, Central Bureau, St. 
Louis, Mo. 

A. R. Becker, Central Bureau, St. 
Louis, Mo. 

E. J. Eller, Central Bureau, St. Louis, 
Mo. 

S. J. Haider, Central Bureau, St. Louis, 
Mo. 


Pittsburgh—June 13 and 14 
E. C. Larry, Rochester, N. Y. 
J. D. Corey, Rochester, N. Y. 
Wm. McAdam, New York, N. Y. 
T. F. Coonelly, New York, N. Y. 
Ed. Skuse, Boston, Mass. 
Stanley Kummer, Baltimore, Md. 


justment Bureau Committee. He has at- 
tended a number of National Conven- 
tions and even though he has moved on 
and upward, both he and Mr. Ailes re- 
tain their keen interest in the activities 
of the Detroit Association of Credit Men. 

Mr. and Mrs. Palmer have two grown 
sons, H. Dale, Jr., a Staff Physician at 
Detroit Tuberculosis Sanitorium, and 
Donald, a student at the University of 
Michigan. 

His hobbies, when not occupied by 
labor negotiations for his good company, 
are fishing and hunting in northern Mich- 
igan, and he is well-known as an avid 
reader. 

The National and Detroit Association 
of Credit Men congratulate and salute 
Mr. H. Dale Palmer on his business 
achievements and appreciate his well 
known cooperation with the organizations. 


Russell Deupree Honored 
By C-Men on Retirement 


Cincinnati: The Cincinnati Association 
of Credit Men held a testimonial meeting 
at the Cincinnati Club on Wednesday, 
June 4, to honor Russell Deupree, who 
retired recently from Procter & Gamble 
Co., of which he had been credit execu- 
tive for many years. Mr. Deupree, who 
was President of the Cincinnati Associa- 
tion in 1938 and a Director for nine years, 
and who served as National Director 
from 1941-44 was presented with an hon- 
orary life membership. 

Mr. Deupree will spend his retirement 
in California. 


St. Louis: Word has been re- 
ceived that the 23rd Annual Con- 
ference of the Petroleum Division 
of the National Association of 
Credit Men will be held on Sep- 
tember 15, 16 and 17 at the Edge- 
water Beach Hotel, Chicago. 


D. W. Sanderson, Cleveland, Ohio 

Miss Marie Adkison, Cleveland, Ohio 

Eugene Klukowski, Grand Rapids, 
Mich. 

R. H. Melone, Toledo, Ohio 

Mrs. Marjorie Black, Toledo, Ohio 

D. R. Meredith, Pittsburgh, Pa. 

Miss Pauline Hess, Detroit, Mich. 

Miss Dorothy Stewart, Detroit, Mich. 

Louis Loeffler, Pittsburgh, Pa. 

E. C. Lockman, Detroit, Mich. 

Karl Schaum, Pittsburgh, Pa. 

Miss Ann Karosky, Pittsburgh, Pa. 

Miss Ethel Warren, Pittsburgh, Pa. 

George Coleman, Pittsburgh, Pa. 

E. M. Oliver, Pittsburgh, Pa. 

Mrs. Virginia Baltz, Wheeling, W. Va. 

John C. Hoffman, Detroit, Michigan 
(Chairman, Detroit Credit Inter- 
change Committee) 

Robert P. Dean, New York, N. Y. 
(Chairman—Credit Interchange 
Board of Governors) 

S. J. Haider, Central Bureau, St. Louis, 
Mo. 


C. E. Wolfinger Feted 
By Penn. Credit Men 


Philadelphia: Clarence E. Wolfinger, 
Credit Manager of Lit Bros. and newly- 
elected President of the Credit Men’s 
Association of Eastern Pennsylvania, was 
tendered a testimonial dinner on July 1st 
at the Llanerch Country Club, Manoa, 
Pa. More than 150 persons attended. 

Besides his activities in the Eastern 
Pennsylvania Association Mr. Wolfinger 
is retiring president of District 12, Na- 
tional Retail Credit Association and a 
director of the credit management di- 
vision of the National Retail Dry Goods 
Association. 


Herman Garness First 
Honorary Member of 
Milwaukee NIC Chapter 


Milwaukee: By unanimous vote the 
members of the Milwaukee Chapter of the 
National Institute of Credit have elected 
Herman S. Garness as the first honorary 
member of the Chapter. 

Under the Constitution of the Chapter 
persons who have contributed outstand- 
ingly to its success can be tendered an 
honorary membership. It was the thought 
of all members that they could do no less 
than to offer such a membership to Mr. 
Garness in recognition of the great con- 
tributions he has made to the Chapter’s 
progress. 


Transportation Authority 
Delivers Talk at Pittsburgh 


Pittsburgh: The Credo Luncheon of 
The Credit Association of Western Penn- 
sylvania on June 17, was_ highlighted 
by a talk by Dr. Sidney L. Miller, 
Professor of Transportation, at the Uni- 
versity of Pittsburgh. 

Dr. Miller is a nationally known author- 
ity in the field of transportation. His first 
appearance at a* Credo funcheon last 
year brought many requests for a return 
engagement. 
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P. M. Haight, Past 
National President 
Passed Away in June 





“Pp. M.” 


Glen Ridge, N. J.: Percy Mandeville 
Haight, one of the great men of credit, 
died here on June 20, 

Mr. Haight, who until his retirement 
in 1946 was secretary-treasurer of Inter- 
national General Electric, was a familiar 
and beloved figure in the credit world. 
He was a Past President of both the 
New York and the National Association 
of Credit Men, and a founder of the 
Foreign Credit Interchange Bureau. 

He is survived by his wife and daugh- 
ter, to whom go our deepest sympathy at 
their loss. 


Louisville: The Louisville Credit Wom- 
en’s Group held their Summer meeting 
in the Patio down at the office of the 
Louisville Credit Men’s Association. A 
Buffet Supper was served, with music 
and reports on the National Convention 
in New York. Plans were discussed 
for the Credit Women’s Conference to 
be held in Louisville on October 17, 18 
and 19, 


Seattle: Past President E. L. 
Blaine, Jr., Peoples National Bank 
of Washington, Seattle, having 
laid aside his national responsi- 
bilities, finds himself now con- 


fronted with the new and more 
local responsibilities of grandfather- 
hood. Edward Grady arrived on 
May 31, weighing eight pounds, 
ten ounces. 





Toledo: The Credit Women’s Group 
of Toledo held a picnic at the home of 
Mrs. Elner Milliere on July 12. A picnic 
supper was served and there was bingo 
and other games of skill. In addition 
to the other activities a raffle was held 
and some very desirable presents were 
awarded. 












We take pleasure in announcing 
the new officers of the National 
y Credit Women’s Executive Com- 
mittee. Chairman, Mrs. Marjorie 
Jennings, Atlanta Oak Flooring Co., 920 
Glenwood Ave., S. E., Atlanta, Ga.; the 
Vice-Chairmen are: Marian McSherry, 
Schenley Distillers Corp., 350 Fifth Ave- 
nue, New York, N. Y., Mrs. Lucy G. 
Killmer, Guarantee Specialty Manufac- 
turing Co., East 96th St. and New York 
Central Railroad, Cleveland, Ohio, and 
Bess Marshall, Paper Supply Co., 450 
Seaton St., Los Angeles, California. 


New York: Formal installation of 
new officers of the New York Credit 
Women’s Group took place on June 10. 
Julia McCauley of William Iselin & Co., 
Inc., who is retiring as President after 
two terms, handed over the gavel to 
Ann M. Clayman of David Leonard & 
Levine, Inc. Other officers installed were: 
Marian R. McSherry of Schenley Dis- 
tilling Corp., vice-president; Mrs. Libbie 
Sternhart of Widder Bros., secretary; 
and Florence B. Dumas of S. B. Penick 
Co., treasurer. 


Detroit: The following were elected 
officers of the Credit Women’s Club at 
the Annual Meeting held April 15: 
President, Erma Jean Lang, Detroit 
Harvester Co.; Vice-President, Mable K. 
Lane, Hotel Fort Shelby; Secretary, 
Marie Farley, Mitchell Syrup & Preserve 
Company; and Treasurer, Ione Gardner, 
Fife Electric Supply Co. 


Philadelphia: The Philadelphia Credit 
Women’s Club held its outing on June 
21 at Alden Park Manor. Past Presi- 
dents Mary Pearson and Martha Fisher 
gave some of the highlights of the Annual 





Views of the Gredil Wieser 2 Groups 





NACM Convention. Beyond that there 
was nothing in the way of business. 


Cleveland: The very lovely restaurant 
known as “The Gables” was again 
chosen for the June 10th meeting of the 
Cleveland Credit Women’s Club, since 
this was the night for the installation of 
the new officers which were elected in 
April. Miss Kathryn Sirc, of Edgar A. 
Brown, Inc., conducted the installation. 
The Club this year will be under the 
leadership of Alice L. Keil, Millcraft 
Paper Co., President; Miriam T. Wall, 
World Publishing Co., Vice-President ; 
LaVern Petras, Cleveland Ignition Co., 
Treasurer, and Lillian Murphy, The 
Cleveland Association of Credit Men, 
Secretary. 

Reports of the recent National Con- 
vention in New York were given by the 
girls who were fortunate in attending. 
At this time it was announced that Mrs. 
Lucy Killmer, of Guarantee Specialty 
Mfg. Co., was appointed Vice-President 
for the Central Division, in charge of 
membership. 


St. Paul: The St. Paul Credit Wom- 
en’s Club held their final meeting of the 
year Saturday, May 24, which was in the 
form of a most delicious luncheon at 
the Criterion, one of St. Paul's well 
known restaurants. A social afternoon 
followed the luncheon, and the new _of- 
ficers were also installed for the coming 
year. Plans were also made to hold the 
annual picnic June 24, and a committee 
was called to take care of this function. 

New officers for the year are as fol- 
lows: President, Esther Carlson; Vice- 
President, Ela Stjernquist; Secretary, 
Betty Stevens; Treasurer, Alice Mul- 
doon. 


Here you see the National Lead Company team, winners for 1946-1947 of the Credit Men’s 

League Championship in Cincinnati. Fourteen five-man teams bowled 33 evenings a week. 

Left to right the champions are; Ed Gruenwald, Dan Ruehiman, Cliff Meyers, Bill Mueller 
and Dick Backer 
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Keep Turnover High 


(Continued from Page 32) 


tomers to the day after the next pay 
day. This forced the grocer to 
adopt the same terms for his cus- 
tomers and to live up to them. The 
net result was that he made some 
net profit. Another result was that 
he attracted considerable business 
away from the other store in the 
neighborhood which was extending 
credit on a monthly basis. Nobody 
could owe him as much as a family 
could owe the other store. So when 
they owed too much, perhaps more 
than they could pay in a reasonable 
period of time, to the other store, 
they traded with him and either 
paid cash or on pay day. 

Whether or not this man would 
have adopted the weekly period for 
credit or not, if he had had to make 
the decision himself, is doubtful. 
The fact that he had to pay his bills 
every week did give him a good 
argument to use with his customers 
when explaining he had to be paid 
each pay day and could not allow 
bills to run longer. It was one 
reason also why he never failed to 
cut off the credit of a customer who 
missed paying on a pay day. Until 
the bill was paid in full such a cus- 





Business Today 


(Continued from Page 24) 


We cannot maintain prosperity abroad solely out of 


tomer had to pay cash. 

Apparently, there are few busi- 
nessmen who have the courage to 
adopt the policy the garage owner 
did. On the other hand, when their 
creditors insist on being paid every 
week, they do collect from their cus- 
tomers every week, thus approach- 
ing a cash basis and speeding up 
the turnover of the money invested 
in what they have for sale. There is 
very good reason to believe that 
during a period of price recession 
many more of these business men 
would go broke than do when their 
creditors virtually force them to 
turn their working capital as often 
as possible. 


More Elections 


St. Paul: At the meeting of the Board 
of Directors of the St. Paul Association 
of Credit Men on June 3, the following 
officers’ were elected to serve until June 
1, 1948: President, Mr. J. N. McBride, 
District Credit Manager, Socony Vacuum 
Oil Co.; Vice-President, Mr. Clement P. 
Reis, American National Bank; Council- 
lor, Mr. Gunder Johnson, ° Secretary- 
Treasurer, Mutual Dealers Wholesale. 

Minneapolis: The Minneapolis Asso- 
ciation of Credit Men has chosen H. J. 
Galle, credit manager of Butler Bros., 
as its new President. Glenn F. Ballard, 
Minnesota & Ontario Paper Co., is the 
new Vice-President. 






Credit Men Honor 
Hunter on 25th Year 


New York: The Men’s Wear Credit 
Group and the Women’s Wear Credit 
Group here joined recently in marking 
the 25th anniversary in credit work of 
Paul E. Hunter, of Pacific Mills, at an 
outing at Bayview Colony Club, Long 
Island. 

Prizes wete awarded in a big swith- 
ming meet. The Men’s Wear men won 
the honors in the distance events, but the 
Women’s Wear men took the prizes in 
the diving competition. 





Philadelphia: The Credit ‘Men’s 
Association of Eastern Pennsyl- 
vania heralded the arrival of sum- 
mer with a golf tournament at the 
Hi-Top Country Club on June 24th. 
There were the usual prizes and 
a kickers’ handicap. 





Credit-Collection Manager—Seasoned 
Executive—39 years old, university and 
law school training; 18 years credit and 
collection experience with wholesale, re- 
tail, mail order and jobbing firms. Well 
founded in accounting, systems and pro- 
cedures; able assistant to chief exec- 
utive. Good modern correspondent. Ex- 
presses concisely and effectively thoughts 
which bring desired results. Presently 
employed as credit manager in _ hotel 
and institutional supply field, seeks 
change, will consider moving from Chi- 
cago. Salary commensurate with ex- 
perience and ability. 30 days notice re- 
quested. Address Box Ju-1, Credit and 
Financial Management. 






Dollar ‘sales, all trades combined, for the first five 


months of this year were up 25% over the first five 


months of last year. 


Trades showing the largest increase of dollar volume 





our own resources and efforts. Conditions must be cre- 
ated whereby such prosperity becomes self-sustaining in 
a liberal world economy. And we should remember that 
prosperity abroad is the best guaranty, probably the only 
guaranty, we can have of supporting free peoples abroad, 
governing themselves in an orderly, peaceful, democratic 
manner. In this modern age that is the only way in 
which we can establish a world climate favorable to 
the perpetuation of our way of life. 


Sales, Inventories and 
Credits All Higher Than 
Last Year, Says Bureau 


May sales were. up 19% over May of last year, 

but showed little change (down 2%) from April 

of this year, according to the June report on sales, 
inventories and credits of the Bureau of Census, 
Department of Commerce. Data contained in the report 
were compiled from confidential reports of 2,974 mer- 
chant wholesalers representing all parts of the country. 
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over May of last year included electrical goods, sales 
up 112 percent; meats, up 66 percent; machinery and 
equipment, up 39 percent; and lumber and. building 
materials, up 38 percent. Of the 37 trades for which 
data are shown separately in the accompanying tables, 
25 recorded sales increases, 11 reported smaller dollar 
volume in May compared with a year ago, while one 
(full-line grocery wholesalers) reported no change. 


Inventories, valued at cost, were up 64 percent over 
May 31 of last year but they registered little or no 
change from April 30 of this year. Number of days’ 
supply of merchandise on hand has been on the increase 
for the past two years, but it is still below pre-war levels 
for most lines of trade. 


Beginning-of-April accounts receivable derived from 
sales of mefchandise were 49 percent above a year 
earlier, and up two percent over the beginning of April 
this year. With accounts receivable increasing at a 
more rapid rate than dollar sales, the credit period in- 
creased from an average of about three weeks in May 
of last year to three and a half or four weeks this year. 
The credit period, however, is still considerably shorter 
than before the war for’ most lines of trade. 
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Advantages of Credit Control 


(Continued from Page 26) 
The Experience Limit 


Aside from an opinion’ based on authentic figures in 
a Financial Statement where the ratio of current assets 
to current liabilities can be relied upon, perhaps no other 
limit could be as sound as one formed by experience in 
selling an account. This is the customer who has 
established himself and even though he may never file 
a financial statement, the ledger disclosed an established 
habit of buying performance. A request for a larger 
credit line to customers in this classification can usually 
be granted with confidence. 


The Marginal Risk 


| 


! 


These accounts should not be confused with small ac- 
counts that may be classified and handled by assigning 
small arbitrary limits, the’ type of marginal risk I have 
in mind is the account whose financial position identifies 
it as a constant problem. Ledgers should be marked for 
a review of the credit file as each order is received and 
information should be current at all times. Many of 
these problem accounts go along for years without much 
change, others become successful and obtain ratings 
which change their status, but others represent a definite 
hazard and only close observation can successfully mini- 
mize losses. 


Institutional Accounts 


Restaurants where fixed assets are covered by heavy 
chattels, hotels, and other institutional accounts usually 
have no ratings. These accounts should also be given 
guide limits, however, they should be thoroughly inves- 
tigated before assigning a guide limit, but here again, a 
formula can be arrived at for a reasonable guide limit 
along the same lines as the retail trade. 

In the beginning it may be necessary to go along with 
an arbitrary figure suggested by the experience of other 
houses selling the account, or some figure suggested by 
the salesman after an expression has been obtained 
through banking channels, but eventually the “experi- 
ence limit” can be established except for the restaurant 
trade where it is necessary in normal times to constantly 
revise information, not because restaurants are a poor 
risk,—on the contrary most of them are excellent risks— 
but because of vacillating buying habits, constant changes 
of ownership, and constant renovation expense brought 
about by the keen competition in this line of business. 


Seasonal Accounts 
| 
Some credit men adjust these limits to meet seasonal 
requirements showing a maximum seasonal limit and 


. an off season minimum limit, and rightly so. In my 


opinion the limit should be adjusted upward when the 
peak season approaches and modified as the off season 
approaches. This differentiation between the season 
and off season period is very important, especially for 
accounts where it is necessary to lean backwards when 
checking initial orders for the peak season. Ledger cards 
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for this class of accounts should therefore be specially 
marked so that proper investigation and trade checking 
may be completed in advance of the season. Seasonal 
accounts are notorious for making improvements, un- 
fortunately some do so without having adequate capital 
and although failure may not result, in many cases capi- 
tal may be tied up by a deferred payment plan when the 
season closes. 


Manufacturers and Processors 


The foregoing has had reference to controls for retail 
outlets but the general principle and classifications may 
be used by Manufacturers and others selling the Whole- 
saler and Jobber. While more financial and statistical 
information is available on most wholesalers to assure 
an accurate estimate of credit values, accounts that do 
not discount or show signs of financial effort to meet 
obligations should be flagged and kept under constant 
surveillance. . 

Realizing that credit at this level is granted on a Na- 
tional scale and that penalties for setting credit limits 
are heavy, at least all large accounts should be cleared 
through the Interchange Bureau of the National Associ- 
ation of Credit Men which should supplement informa- 
tion of local groups. 

This information is invaluable on those accounts who 
refuse to furnish figures direct or to the mercantile 
agencies. The current paying experience revealed in 
these national reports solves many a problem and it is 
not uncommon to see a weak account paying certain 
sources of supply promptly but showing a slow condi- 
tion on many others. 


Limit Control Necessary 


Some credit men seem to get along without any limit 
control on their ledgers. This occurs chiefly in small 
concerns or where the salesman assumes a major portion 
of the credit losses. However, there are several reasons 
why every well organized credit department should adopt 
some approved form of Limit Control. In the first place, 
large companies may, during emergency, assign the work 
of checking orders to assistants who may not be fully 
qualified. Then again it may be considered the best 
policy to only authorize assistants to approve orders 
within certain set limits or up to some specified maxi- 
mum. By using a guide limit on ledger cards there is 
assurance of the steady flow of orders, correctly handled, 
with only the doubtful orders for review by the credit 
manager. 

In the second place, adverse information of any kind 
can be sized up almost at once and especially if economic 
or other adverse changes should suggest a revision of 
accounts, there is a ready basis to work from. 

For more than two years we have all heard and talked 
about the Post War. In my opinion one of the antici- 
pated changes from the lush war years that credit men 
had in mind, is already with us, for in this Metropolitan 
area we are already confronted with the old familiar 
notices of compositions, assignments, bankruptcies, sell- 
outs, absconding debtors, and debtors unable to meet 
obligations with no plan or promise to reestablish them- 
selves, and pay their creditors. 

Credit Limits should never be considered as a strait- 
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jacket. There should always be a leeway of at least 25 
or 30% without reviewing the information especially 
if a customer is discounting or paying promptly within 
the terms of sale. 

Furthermore, credit limits should always be flexible. 
When it is known that a customer has made progress 
and payments are satisfactory his limit should be 
raised as increased purchases will sooner or later demand 
a higher limit. On the other hand, where there is an 
adverse change in a customer’s credit position and it is 
necessary to scrutinize all transactions, the customer’s 
credit limit should either be reduced or he should be 
reclassified as a marginal risk. 

The effects of a too rigid interpretation of limits might 
bring heavy penalties in the loss of sales and the ability 
to lean backwards and adjust limits with a reasonable 
degree of accuracy in sizing up new situations means 
all the difference between success and failure in the ap- 
plication of guide limits so that experience is necessary 
to establish a workable system along the lines suggested. 
If errors are made it will not be because the procedure is 
wrong but because of misjudgment, therefore, the gaps 
should be closed and perhaps a larger number of ac- 
counts placed on a marginal risk basis. If sales have 
‘ suffered the basis should be broadened, if large credit 
losses have resulted then the proportion of risk should 
be scaled down. In my opinion the degree of perfec- 
tion or imperfection with which limits are placed on 
accounts can be measured by the results. 


Other Formulas 


There are other formulas, some of which are based on 
yearly sales figures reduced to a cost basis, then a per- 
centage is taken which is supposed to represent the sales 
possibilities for the supplier. Providing the customer 
has a prompt paying record in the trade, the limit is 
regarded as more accurate than any other because it is 
based on sales possibilities and the payment record. 

The approach for a new customer is a calculation made 
from an analysis of his working capital, and there are 
several other involved methods calculated from inven- 
tory ratios and current year purchases. 

Some of these formulas may have merit for very 
large accounts, but in my opinion represent a sales func- 
tion rather than a credit control. They are usually 
time consuming methods and I do not believe they solve 
the problem of establishing the best credit controls. As 
far as I have ever been able to determine the time in- 
volved in the calculation is out of proportion to the 
results, and no busy credit department would be able 
to devote the time to involved calculations for all ac- 
counts. 

In addition to the guide limit I believe such special 
notations as “bill to bill”, ““Watch account” “Returned 
checks” “Chattel Mortgages” and “Field Warehousing” 
should be shown on ledger cards. 

Chattel Mortgages have become more evident during 
the last two years by reason of the high prices paid for 
stores by new owners, so a brief mention in the memo 
column of ledger cards such as the initials “CM”, the 
date if known, and the exact amount of the mortgage will 
be useful if payments become slow. 

Although the Net Worth of a customer may warrant 
a line of credit, this notation is important because of the 
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constant change in the amount of inventory hypothecated. 
This method of financing is not new but wherever it is 
use due caution should be exercised, as it may be an 
indication of financial weakness or unbalanced ,inven- 
tories, although not always. 


Loans Against Trust Receipts 


Financing along these lines should not be confused 
with bank loans made against Trust Receipts. Although 
the general mechanics and security are similar, there 
is a wide difference. In the case of loans advanced 
against Trust Receipts the merchandise is usually paid 
for simultaneously or immediately thereafter from the 
proceeds of the bank loan, whereas in the method used 
under Field Warehousing, merchandise is _ usually 
shipped to the customer’s market or his warehouse on 
open account and if and when it is placed within the 
enclosed area for which the Field Warehousing Sys- 
tem is responsible, the Field Warehousing Company may 
issue a certificate and the customer can take this certifi- 
cate to his bank and obtain a loan for, from 60% to 75% 
of its face value—providing the bank has approved the 
Field Warehousing Company issuing the certificate— 
and the proceeds of the arnount advanced can be used 
for general expenses or payment of creditors other than 
the supplier whose merchandise is shown on the receipt. 

Wherever a customer pledges any other assets—for 
instance accounts receivables—as security for a loan, a 
notation should be made on the ledger cards as a signal 
for caution. 


Advantages of Controls 


A sound system of credit limits will usually catch an 
account which is losing ground and becoming financially 
involved because in many instances orders will continue 
to be placed which will take the account beyond previous 
limits and when this happens with retarded payments 
it is definitely a danger signal. 

Another advantage is the break on unusually large or- 
ders where a customer may be accumulating inventory 
for speculative reasons in a rising market or where 
there is an indication of overbuying with intent to per- 
petrate fraud. 

Sometimes larger orders which brings an account 
beyond the limit is favorable information and may indi- 
cate real progress or new capital for expansion. In that 
event there is more opportunity for increased business. 

Other advantages on the sales side include a fairly 
accurate classification of accounts for sales drives and 
promotional advertising. 

Also the time saving possibilities should be kept in 
mind and the assurance that most orders are passed 
promptly. 

In conclusion I would like to express my confidence in 
thé future. Of course some adverse changes are taking 
place but these changes were anticipated during the pres- , 
ent period of transition from war expenditures. Our | 
economy is following a natural law which is one of the © 
evils of free enterprise, and does not suggest any drastic © 
change of credit policy at this time, however, a sound 
control by the application of credit limits will prove of 
great value if a recession looms on our economic horizon. q 
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